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INTRODUCTION AND OVERVIEW 


1.1 EXECUTIVE MAYOR’S FOREWORD 


I am privileged to have the opportunity as Executive Mayor of the Nelson 
Mandela Bay Metropolitan Municipality to introduce the Annual Report for the 
2007/2008 financial year. 

The 2007/2008 financial year was a very eventful and productive year, in 
which a great deal of progress was made. Services were improved and a 
number of demanding challenges were overcome. However, this Municipality 
is aware of the fact that challenges still remain and strives to continuously 
improve on service delivery. 

1.1.1 Achievements 

The Council has made tremendous strides towards achieving its objectives in 
all five key performance areas, namely: 

• Basic service delivery and infrastructure development 

• Municipal financial viability and management 

• Municipal transformation and development 

• Local economic development 

• Good governance and public participation 

Key achievements over the review period include the following: 

(a) The receipt of the National Vuna Award for first runner-up as best 
Metropolitan Municipality in South Africa. 

(b) Continuously improving the provision of electricity, water and 
sanitation. 
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(c) First national runner-up award in the Cleanest Town Competition 
hosted by the Department of Environmental Affairs and Tourism. 

(d) The IMESA/CESA Excellence Municipal Engineering Award for the 
upgrading of the Despatch Wastewater Treatment Works. 

(e) The provision of quality potable water that meets national and 
international standards. 

(f) Achieving a clean audit opinion from the Office of the Auditor-General. 

(g) Improving capital expenditure from 87,60% for 2006/07 to 98,67% for 
2007/08, reflecting an additional R921,2 million expenditure. 

(h) Improving revenue collection from 97% during the 2006/07 financial 
year to 99% during the 2007/08 financial year. 

(i) Improving integrated planning and performance management. 

(j) Establishing an efficient, effective and accountable administration. 

(k) Improving public participation in planning, development and decision- 
making during the IDP, Budget and Ward-based Planning processes, 
as well as other public engagements. 

(l) Increasing to four the number of beaches that received Blue Flag 
status, based on the quality and cleanliness of the beaches. 

1.1.2 The year ahead 

Although good progress has been made during the 2007/08 financial year, 

this does not mean that there is not more to be done. Key challenges for the 

2008/09 year ahead, which were also experienced during the 2007/08 

financial year, include: 
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(a) Improving on housing delivery. 

(b) Accelerating the relocation of people from flood-plains. 

(c) Developing and implementing customer-centric models. 

(d) Accelerating service delivery. 

(e) Retaining the unqualified audit opinion. 

(f) All other challenges, which are well detailed in this report. 

I would like to thank all members of the Council, officials and the public for 
their support during a very challenging year. 

The new financial year will be equally - if not more - challenging and I look 
forward to working with you all to achieve a better life for all. 

COUNCILLOR NONDUMISO MAPHAZI 
EXECUTIVE MAYOR 




4 

1.2 MUNICIPAL MANAGER’S STATEMENT 

As the Accounting Officer of the Municipality, I join the Executive Mayor, 
Cllr Nondumiso Maphazi, in presenting the Annual Report of the Nelson 
Mandela Bay Metropolitan Municipality for the 2007/08 financial year to the 
Council. The report has been compiled in line with the Local Government : 
Municipal Systems Act 32 of 2000, the Local Government : Municipal Finance 
Management Act 56 of 2003, as well as National Treasury Circular No. 11 
(which outlines Annual Report Guidelines). 

This report records the progress made by the Municipality in fulfilling its 
objectives as reflected in the IDP, the Budget and the Service Delivery and 
Budget Implementation Plan. It also reflects on challenges and priorities for 
the 2008/09 financial year. 

The year 2007/08 was particularly significant for the Nelson Mandela Bay 
Municipality. Considerable improvement and progress has been achieved in 
the services, functions and activities of the Municipality, including: 

(a) Review of the organisational structures of the Municipality to better 
position it for efficient and effective service delivery. 

(b) Rationalisation of municipal entities to avoid duplication, as well as to 
improve on governance control and accountability. 

(c) Improved integrated planning and budgetary control. 

(d) Improved financial and non-financial performance. 

(e) Meeting of statutory reporting frameworks. 

(f) Stabilisation of the administration by appointing all Section 57 
employees, resulting in the establishment of a professional 
Management Team. 
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(g) Improving internal controls, both financial and non-financial, resulting in 
the receipt of an unqualified audit report from the Auditor-General’s 
office. 

In the year ahead, the following administrative challenges await: 

(a) Continuing improvement of integration and coordination between the 
various directorates. 

(b) Developing skills and recruiting and retaining scarce skills. 

(c) Continuing to review and improve systems, procedures and business 
processes (e.g. creditors and IT). 

(d) Addressing issues emanating from the Auditor-General’s report for the 
2007/08 financial year. 

(e) Finalising the review of the Economic Development Strategy. 

(f) Continuing to deal decisively with issues of fraud and corruption 
through the implementation of anti-fraud and anti-corruption strategies. 

(g) Any other challenges identified by the political leadership, as well as 
the communities themselves. 

I would like to thank the Executive Mayor, Deputy Executive Mayor, the 

Mayoral Committee, Council and staff for their contribution in making 2007/08 

a success. 


J G RICHARDS (ADV.) 
MUNICIPAL MANAGER 
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1.3 OVERVIEW OF THE MUNICIPALITY 

The Nelson Mandela Bay Municipality is situated on the coastline of the 
Eastern Cape Province of South Africa, known for its scenic beauty and 
abundant wildlife. 

1.3.1 Population 

Nelson Mandela Bay (NMB) has a population of 1,1 million and covers an 
area of 1,950 km^. The city has a relatively youthful population, with 37% of 
residents between the ages of 15 and 34 years, indicating that education and 
job creation require serious attention. Altogether 26,2% of the population is 
below the age of 15 years, while 5,3% is 65 years and above. The 
male:female ratio of the population is 48:52. 

1.3.2 Household data 

Total number of formal households = 289 000. 

Altogether 98 467 households are indigent. 

Number of informal households = 41 000. 

1.3.3 Socio-economic trends 

Nelson Mandela Bay is the largest contributor to the economy of the Eastern 
Cape Province, contributing 44% of the provincial GGP. The unemployment 
rate within the Bay area is approximately 38%. The economic growth rate for 
2006/07 was 4,7%. 

With regard to education, 29% of the population over 15 years have a 
Matriculation Certificate or higher qualification, while 4.2% of adults have 
degrees. Altogether 8,5% of residents older than 15 years are illiterate. 
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1.3.4 Community facilities 

Number of community halls = 44 

Number of households that lie within 2 km of a community hall = 1 85 756 
Number of sports facilities: 

• Sports stadia = 11 

• Sports complexes = 16 

• Formal sports facilities = 141 

• Informal sports facilities = 18 

Number of households that lie within 2 km of a sports facility = 211 779 
Number of households that lie within 2 km of a park or open space = 241 61 1 

1.3.5 Council 

The Municipality has 120 Councillors (60 Proportional Representation (PR) 
Councillors, and 60 Ward Councillors). The Speaker chairs Council meetings. 
The Council has a formal set of Rules of Order to guide proceedings during 
Council meetings. Council meetings are held every six weeks, but if urgent 
issues need to be considered, additional meetings are called. During the 
2007/08 financial year, thirteen Council meetings were held. 

1.3.6 Executive Mayoral Committee System 

The Municipality has an Executive Mayoral Committee system, which consists 
of the Executive Mayor, the Deputy Executive Mayor and nine Mayoral 
Committee members. 

The Mayoral Committee meetings are held fortnightly. During the 2007/08 
financial year, 18 Mayoral Committee meetings were held. 




8 


1.3.7 Standing Committees of Council 

There are eight Standing Committees of Council. Each Standing Committee 
is chaired by a Mayoral Committee member. 

Standing Committee meetings are held every six weeks. During the 2007/08 
financial year, 60 Standing Committee meetings were held. 

1.3.8 Administration 

The administration is headed by the Municipal Manager and the following 
Directorates: 

• Office of the Chief Operating Officer 

• Budget and Treasury Directorate 

• Corporate Services Directorate 

• Economic Development and Recreational Services Directorate 

• Electricity and Energy Directorate 

• Housing and Land Directorate 

• Infrastructure and Engineering Directorate 

• Public Health Directorate 

• Safety and Security Directorate 

The Annual Report sets out the priorities, key achievements and challenges of 
the Nelson Mandela Bay Metropolitan Municipality in 2007/08 and how the 
challenges will be addressed as key targets for the next financial year. 
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1.4 EXECUTIVE SUMMARY 

1.4.1 Municipal Vision 

‘To be a globally competitive and preferred Metropole that works 
together with the people. ’ 

This shared vision provides the foundation for the achievement of the 
Municipality’s priorities. 

1.4.2 Nelson Mandela Bay Metropolitan Municipality’s core values 

The Municipality is committed to deliver services within the framework of 
Batho Pele principles, as outlined below: 

• Courtesy and ‘People First’ 

Residents should be treated with courtesy and consideration at all times. 

• Consultation 

Residents should be consulted about service levels and quality, when 
possible. 

• Service excellence 

Residents must be made aware of what to expect in terms of level and quality 
of service. 

• Access 

Residents should have equal access to the services to which they are entitled. 




Information 
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Residents must receive full and accurate information about their services. 

• Openness and transparency 

Residents should be informed about government departments, operations, 
budgets and management structures. 

• Redress 

Residents are entitled to an apology, explanation and remedial action if the 
promised standard of service is not delivered. 

• Value for money 

Public services should be provided economically and efficiently. 

1.4.3 Performance highlights 

An overview of the basic service delivery and financial performance highlights 
of the institution during the 2007/08 financial year is presented below: 

1.4. 3.1 Free basic services 

The Municipality has an Assistance-to-the-Poor Policy in place. Altogether 
100% of all qualifying households are receiving free basic services. 
Information with regard to the provision of free basic services is reflected 
below: 


Number of households 

receiving free basic services 
(8 kl of water and 75 kWh 
electricity) 

Water 

Electricity 

2006/07 

89 525 

94 196 

2007/08 

98 122 

98 467 
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1 .4.3.2 Electricity 


Altogether 98% of households now have access to electricity. Progress with 
regard to the provision of electricity is reflected below: 



2006/07 

Actual 

2007/08 

Target 

2007/08 

Actual 

% of households with access to 
electricity 

98% 

98% 

98% 

Number of RDP houses 
electrified 

1 654 

4 000 

6 837 

Total number of new electricity 
connections (RDP and other 
connections) 

5 364 

7 000 

9 675 


1.4. 3. 3 Water and sanitation 

Altogether 100% of all formal households now have access to a basic level of 
water supply. The target is to ensure that by December 2008, all households, 
including in informal areas, have access to basic level of water within a 200 m 
radius. Progress with regard to the provision of water and sanitation services 
is reflected below: 



2006/07 

Actual 

2007/08 

Target 

2007/08 

Actual 

Explanation of 
variance 

Water (formal and 
informal) 

93% 

97% 

93% 

Construction 
commenced late, 
due to delay in 
MIG funding 
approval. 

Number of new water 
connections 

- 

8 000 

8 951 

This figure 
includes all 
housing 
connections 
(formal and 
informal). 

Sanitation (formal and 
informal) 

91% 

92% 

(revised 

mid-term) 

91% 

Provision of 
sanitation follows 
the housing 
delivery process. 
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1.4. 3. 4 Refuse removal 

Altogether 99,8% of households in Nelson Mandela Bay now have a basic 
level of solid waste service. Progress with regard to refuse removal is 
reflected below: 



2006/07 

Actual 

2007/08 

Target 

2007/08 

Actual 

% of households (formal and 
informal) with access to refuse 
removal service 

99,8% 

100% 

100% 

Number of new households 
provided with access to basic 
level of solid waste removal 

5 972 

500 

934 


1 .4.3.5 Housing and land delivery 


Performance with regard to housing delivery is reflected below: 



2006/07 

Actual 

2007/08 

Target 

2007/08 

Actual 

Explanation of variance 

Number of new low- 
cost houses built 

3 506 

3 000 
(revised 
mid-term) 

1 055 

Housing and Land 
Directorate experienced 
capacity and 
management challenges. 
There was no Executive 
Director in place. 


1.4. 3. 6 Financial sustainability 

The Municipality’s financial position is sound, as reflected by the following 
credit ratings: 


RATING HISTORY 

2006/07 

2007/08 

Long-term 

zaA 

Aa3.za 

Short-term 

zaAl 
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The Municipality also experienced an improvement in revenue collection, as 
reflected in the table below: 


FINANCIAL YEAR 

TARGET 

ACTUAL 

2006/07 

97% 

97% 

2007/08 

98% 

99% 


The Municipality’s improved capital expenditure over the review period is 
reflected below: 


FINANCIAL YEAR 

TARGET 

ACTUAL 

2006/07 

95% 

87,60% 

2007/08 

95% 

98,67% 


More comprehensive performance information is provided in Chapter 2, under 
the following key performance areas: 

• Basic service delivery and infrastructure development 

• Municipal financial viability and management 

• Municipal transformation and organisational development 

• Local economic development 

• Good governance and public participation 
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CHAPTER 




HOW DID WE PERFORM? 


KPA 2.1 : SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 


KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF VARIANCE / 
COMMENTS 

2 11 Provision of free 

basic services 

% of qualifying 
households receiving free 
basic services 

100% 

100% 

100% 

100% of qualifying households, 
whether those who applied to the 
Municipality or those identified as 
complying with the qualification 
criteria received free basic services. 

Increase the level of 
support and threshold 
being provided - from 

50 kWh of electricity to 

75 kWh 

- 

New threshold 
to be 

operational 

New 

threshold 

operational 

Altogether 98 467 beneficiaries 
received 75 kwh of electricity for the 
month of June 2008. 

Increase the level of 
support and threshold 
being provided - from 6 kl 
of water to 8 kl 

- 

New threshold 
to be 

operational 

New 

threshold 

operational 

Altogether 98 122 beneficiaries 
received up to 8 kl of water for free 
for the month of June 2008. 

2 12 Provision of 

eiectricity 

% of households on 
official surveyed sites 
with access to electricity 

98% 

98% 

98% 


Number of RDP houses 
electrified 

1654 

4000 

6837 

Altogether 4 975 meters relocated 
from informal structures to newly 
built formal RDP houses. 

Altogether 1862 meters installed for 
RDP houses that did not have an 
electricity meter on site. 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF VARIANCE / 
COMMENTS 


Total number of new 
connection 

5364 

7000 

9675 


Provision of 

2.1.2 eiectricity 

Total number of street 
lights installed 

724 

230 

613 

Numerous requests have been 
received from wards to replace high- 
mast lighting with street lighting. 

The Municipality then introduced 
post top lighting. A post top lantern 
covers a wider area than a standard 
street light and is equated in excess 
of two normal street lights. In this 
regard, 257 post top lanterns were 
installed during the financial year, 
covering an area normally covered 
by more than 500 standard street 
lights. 

(continued) 

Total number of high- 
mast lights installed 

15 

15 

5 



Improvement in power 
quality indices (SAACI 
and SAAFI) 

- 

3% 

0% 

Power quality indices performed as 
follows: 

• Faults increased by 12%. 

• Trips increased by 11%. 

• Restoration time decreased by 
1,5%. 

• Rural shutdowns reduced by 

24%. 

In general, the target could not be 
met because of increased outages 
due to loadshedding. 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF VARIANCE / 
COMMENTS 

Provision of 

2.1.2 eiectricity 

(continued) 

% electricity losses - 
Technical 

6% 

5% 

4% 


% electricity losses - 
Theft 

0.50% 

1% 

2% 


% reduction in electricity 
maintenance backlog 

- 

15% 

15% 

PRAGMA maintenance 
management system is currently 
being implemented. 

Number of people 
connected to hot water- 
load control 

22000 

24000 

27000 


Alternate 

2 2 electricity 

distribution 
methods 

% adherence to the 

REDS establishment 
timelines 

- 

100% 

70% 

REDS timeline moved as the REDS 
Establishment Act was not approved 
by Cabinet - not promulgating the 
RED Establishment Bill, as was 
envisaged when the target was set. 

Introduction of three 
renewable energy 
resources 

- 

Awarding of 3 
contracts 

3 contracts 
awarded 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF VARIANCE / 
COMMENTS 



% of households with a 
basic level of water 
(formal and informal 
areas) 

93% 

97% 

93% 

The delay in MIG approval affected 
the target. 


Provision of basic 
water 

Number of new water 
connections 

- 

8000 

8951 


2.1.4 

% adherence to 
international standards 
for the quality of water 
supplied to consumers 

100% 

95% in line 
with 

international 

standards 

99% 




% of houses built and 
occupied, but yet to be 
connected to basic 
services 

- 

100% 

100% 




% unaccounted for water 

35% 

30% 

(revised mid- 
term) 

32% 

High water losses are currently 
under investigation by the 

Municipality. In addition, a number 
of demand management 
programmes have been developed 
and are under implementation. 

2.1.5 

Water demand 
management 

Number of new water 
meters installed in 
unmetered areas 

7487 

5000 

851 

Delay in MIG funding approval 
affected the commencement date. 



Number of old domestic 
meters replaced 

- 

10000 

19269 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF VARIANCE / 
COMMENTS 


Metering of all communal 
standpipes 

- 

230 

75 

All standpipes will be metered by the 
end of the second quarter of the 
2008/09 financial year. 


Existence of a long-term 
strategy to deal with 
periodic water shortages 
in Nelson Mandela Bay 

- 

Strategy to be 
approved 

Strategy 

approved 


Water demand 

2.1.5 management 

(continued) 

% of households with a 
basic level of sanitation 
(formal and informal 
areas) 

91% 

92% 

(revised mid- 
term) 

91% 

The provision of sanitation follows 
the housing provision, hence the 
target was not met. 


Number of households 
connected to a basic level 
of sanitation 

- 

3000 (revised 
mid-term) 

1055 

Progress in line with housing 
provision. 


Elimination of the bucket 
system 

3506 

100 

100 



Elimination of shared 
toilets 

1657 

All shared 
toilets to be 
eliminated 

All shared 
toilets 
eliminated 


2 g Waste 

management 

% of households with 
basic level of solid waste 
removal (formal, informal 
and peri-urban areas) 

99,8% 

100% 

100% 

All formal urban areas receive either 
a kerbside weekly bag service or a 
fortnightly wheely bin service. All 
formal peri-urban areas receive a 
weekly kerbside collection service. 

All known informal areas within the 
urban edge are provided with a 
weekly basic service. 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF VARIANCE / 
COMMENTS 

Waste 

2.1.6 management 

(continued) 

Number of new 
households provided with 
basic level of solid waste 
removal 

5972 

500 

934 

Altogether 934 households (418 
basic service and 177 on fortnightly 
service). 

Implementation of a pilot 
project on ward-based 
cleaning and greening 

- 

Implementation 
of project 

Project 

implemented 

Pilot project implemented in 24 
wards and employing over 450 
people. 

Number of Integrated 
Waste Management Plan 
projects implemented 

- 

3 

3 

Benchmarking on Customer Care, 
Waste Exchange and ISO 

Certification for Koedoeskloof Waste 
Site. 

Number of transfer 
recycling sites 
established or upgraded 

- 

2 centres to be 
established 

Site 1 

construction 
started and 
Site 2 
awaiting 
zoning 
approval 

Ten existing 
sites were 
upgraded 
and two 
closed 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF VARIANCE / 
COMMENTS 

Provision of 

2.1.7 primary heaith 

care services 

Devolution of primary 
health care services to 
Nelson Mandela Bay 

- 

Devolution to 
be completed 

Process to 
devolve 
primary 
health Care 
services to 
NMB 

suspended; 
however, a 
proper 
funding 
model is 
being 

developed to 
ensure that 
the Metro 
continues to 
provide 
primary 
health 
services. 

The NMBMM was ready for the 
devolution of primary health care 
services from the Provincial Health 
Department. However, the former 
MEC for Health decided not to 
proceed with this process. Recently, 
the Municipality further engaged with 
the Department. Whilst it was 
acknowledged that devolution would 
not happen by agreement, a process 
was put in place to develop an 
acceptable funding framework 
based on the Municipality’s proposal 
to the Department. 


% of clinics providing 
Integrated Management 
of Childhood Illnesses 
and Antenatal Care 

78% 

100% 

89% 

At 11% of municipal clinics, 
infrastructure is not adequate to 
provide privacy for Antenatal Care. 


Per quarter average 
community health nurse- 
to-patient ratio per day 

1;53 

1;50 

1:47 





21 


KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF VARIANCE / 
COMMENTS 

Provision of 

2 y primary heaith 

care services 
(continued) 

Existence of five 
Community Care Workers 
and two DOTS 
supporters per clinic 

- 

100% 

100% 

Although this target was achieved, 
the turnover rate is high as this is a 
volunteer programme and workers 
leave as they get permanent 
employment elsewhere. 

Provision and 

2.1.8 upgrading of 

clinics 

Number of new clinics 
constructed 

0 

1 clinic 
operational 

One new 
clinic 

construction 

completed 

One new clinic (Joe Slovo) was 
completed by the target date. 

Number of clinics 
upgraded 

0 

3 

1 

(Helenvale 

Clinic) 

Delay in confirmation of MIG funding 
affected the start date. The 
remaining two clinics will be 
upgraded during the 2008/09 
financial year. 

Computerisation of 
municipal clinics 

- 

10 

21 


HIV and AIDS, TB 
2.1.9 management and 

control 

Existence of an 
integrated HIV and Aids 
Strategy 

- 

HIV and AIDS 
Strategy to be 
in place 

Five-year 
NMBM 
Integrated 
HIV and 
AIDS 
Strategy 
completed 
and 

launched 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF VARIANCE / 
COMMENTS 

HIV and AIDS, TB 
management and 
control 
(continued) 

Increase new smear 
positive conversion rate 
(PTB patients who are 
smear negative after two 
months of Anti-TB 
treatment and therefore 
no longer infectious; 
however, they are not yet 
cured) 

- 

80% 

80.3% 

Having achieved the realistic target 
of 80%, the Municipality is now 
pursuing the international standard 
of 85%. 

Increase new smear 
positive cure rate 
(patients who had 
pulmonary TB with 
confirmed evidence of TB 
bacillus in their lungs who 
were confirmed 'smear 
negative' after six months 
of treatment with anti-TB 
drugs) 

- 

55% 

56.2% 


2 1 10 Occupational 

health and safety 

Integrated Employee 
Wellness and Safety 
Management Programme 

- 

Programme to 
be in place 

Programme 
in place 


Integrated human 

2 1 11 settlement 

development - 
housing provision 

Number of low-cost 
housing units built 

3506 

3000 (revised 
mid-term) 

1055 


Existence of a Social 
Housing Policy 

- 

Policy to be in 
place and 
approved 

Policy in 
place and 
approved 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF VARIANCE / 
COMMENTS 


Number of housing 
opportunities provided 
through the transfer of 
municipal housing stock 

624 

800 

1498 


Integrated human 

Number of people 
relocated from flood-plain 
powerline servitude areas 
and tip-sites 

1890 

1200 

924 

The relocation had to be suspended 
in the period May to August, due to 
the need to pre-screen qualifying 
beneficiaries before relocation. Pre- 
screening has now been concluded 
and relocation is under way. 

settlement 

2.1.11 development - 

housing provision 
(continued) 

Number of blocked 
projects unblocked 

- 

7 

2 

Target not reached, due to delay in 
the verification of sites. This matter 
has now been finalised. Application 
has been made for additional 
funding for 34 projects, and a total of 
28 contractors have been appointed 
to implement the programme. 


Number of storm- 
damaged houses 
repaired 

- 

300 (revised) 

197 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF VARIANCE / 
COMMENTS 

Integrated human 
settlement 

2.1.11 development - 

housing provision 
(continued) 

Number of wet and 
defective houses 
addressed 

- 

400 

0 

The following areas have been 
surveyed and completed: Zwide 
Railway Reserve (72 units); Joe 
Modise Peace Village (784 units); 
Walmer Areas C & E (454 units); 
Sakkiesdorp Tshangana Flats (75 
units). Contractors are currently 
being appointed to fix the houses. 

Receipt of Level 3 
accreditation 

- 

Level 3 
accreditation 

Not started 

Accreditation to Level 2 is currently 
underway. 

Integrated human 
settlement 

2.1.12 development - 
spatial 
development 

Council-approved Spatial 
Development Framework 

- 

Council- 
approved SDF 
to be in place 

Started but 
incomplete 

Consultation with communities is 
under way. 

A consolidated Land Use 
Management System 
(LUMS) 

- 

Compete 

internal 

process 

Internal 

process 

complete 


Completion of land audit 
and land asset 
management system in 
place 

- 

Land audit to 
be approved 
by Council 

Land audit 
approved by 
Council 


An integrated Land 

Invasion Management 
Strategy and Plan 

- 

Strategy and 
Plan to be in 
place 

Strategy and 
Plan in place 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF VARIANCE / 
COMMENTS 


Approval and 
implementation of an 
Integrated Crime 

Prevention Strategy 

- 

Integrated 
Strategy to be 
approved 

Integrated 

Strategy 

approved 

An Integrated Crime Prevention 
Strategy was approved by Council. 

An implementation strategy is being 
developed and implementation is 
under way. 

2.1.13 Crime Prevention 

Approval by the MEC of 
Roads, Transport, Safety 
and Security for the 
establishment of a 
Municipal Police Force 

Business plan 
approved by 
Council 

MEC approval 

Started but 
incomplete 

The plan and funding model were 
reviewed to enhance sustainability 
and tabled before Council. The 
position of Project Manager will be 
advertised. The incumbent will 
oversee the submission of the plan 
to the MEC of Roads, Transport, 
Safety and Security for statutory 
approval, whereafter the service will 
be implemented. 


A new Police Forum 
Programme operational 

- 

Programme 

operational 

Programme 

operational 

Ward-based Community Safety 
Forums were established and are 
active. 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF VARIANCE / 
COMMENTS 

2.1.13 

Crime prevention 
(continued) 

Number of CCTV 
surveillance cameras 
installed 

16 

40 

66 

The figure includes thirteen cameras 
along the beachfront, eight cameras 
in the CBD, and 45 cameras in 
various buildings. 



Number of disaster 
management centres 
established 

- 

1 

1 


2.1.14 

Disaster 

management 

A fully functional disaster 
early warning system in 
place 

- 

Functional 
early warning 
system 

Functional 
early warning 
system 




Fully operational Level 2 
incident command vehicle 

- 

Vehicle to be 
operational 

Equipment 
purchased 
and being 
installed 

Due to the specialist nature of the 
vehicle, a consultant was appointed 
to draw up the vehicle specifications, 
which took longer than anticipated. 

2.1.15 

T raff ic safety 

An operational 24 hour 
traffic control service 
throughout Nelson 

Mandela Bay 

- 

24-hour traffic 
control 
operation 

24-hour 
traffic control 
operation 

A 24-hour service is currently being 
provided throughout Nelson 

Mandela Bay. 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF VARIANCE / 
COMMENTS 


Adherence to standard 
response times for 
emergencies (accidents) 

10 min 

10 min 

10 min 



Adherence to standard 
response times for 
emergencies (disaster) 

30 min 

30 min 

30 min 



Adherence to standard 
response times for 
emergencies (fire) 

10 min 

10 min 

10 min 


~--ci Traffic safety 
(continued) 

A fully functional central 
control centre (CCC) for 
emergency services 

- 

CCC to be fully 
operational 

CCC is 
functioning 

The Centralised Control Centre is 
already functioning, in that Fire 
Services and Traffic Services are 
already doing call-taking and 
despatching from this facility. CCTV 
monitoring by the Security Services 
is done from this facility and call- 
taking and dispatching by the 

Security Services from this facility 
will commence shortly. Additional 
training for the Security Services 
staff who are monitoring CCTV 
cameras in this facility is being 
strategised. 




KEY PERFORMANCE 

ELEMENT 

(KPE) 


KEY PERFORMANCE 
INDICATOR (KPI) 


BASELINE 






2.1.16 Roads 

Upgrading and tarring of 
roads (km) 

9,5 km 


Resurfacing of roads (km) 

177 km 


Rehabilitation or 
reconstruction of roads 
(km) 

1 .50 km 


Gravelling of roads (km) 

252 km 


2.1.17 Stormwater 

Provision of 
augmentation of 
stormwater conduit (km) 

1 .70 km 


2.1.18 Parks 

Number of POS 
developed or upgraded 

32 


Number of trees planted 

2892 



TARGET 

2007/08 


ACTUAL 

2007/08 


EXPLANATION OF VARIANCE / 
COMMENTS 


14 km 


The projects are in various stages 
implementation. Some contracts 
were delayed, due to outstanding 
environmental authorisations. 


138 km 
(revised) 


138 km 


Annual target reduced to 138 km 
due to budget amendments. 


7 km 


7 km 


50 km 


150 km 


5 km 


3 km 


EIA approvals delayed most of the 
projects. 


10 


21 


9c;nn 




of 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF VARIANCE / 
COMMENTS 


Number of NM MOSS 
projects implemented 

- 

2 

3 

Baakens Recovery Plan, Van 

Staden Stewardship Program and 
NMMOSS Action Plans. 

2 1 19 Environmental 
management 

Coastal Management 

Plan in place 

- 

Plan to be 
approved 

Draft plan 
tabled 

Coastal Management Plan will only 
be completed once the Spatial 
Development Framework (SDF) has 
been finalised. 


Number of people 
reached through 
environmental awareness 

- 

10000 

27672 


Environmental 

Health 

Number of uniform by- 
laws and policies 
developed 

- 

2 

3 

(Waste 

Management 

By-Laws; 

Cemeteries 

and 

Crematoria 
By-Laws and 
Public 
Amenities 
By-Laws) 



Devolution of municipal 
health services to Nelson 
Mandela Bay 

- 

All MHS 
functions 
implemented 

Target not 
achieved 
(outside 
municipal 
control) 

The Municipality has done 
everything within its power to 
facilitate the devolution. The delay 
is on the part of the Provincial 
Department of Health. 
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SERVICE DELIVERY PERFORMANCE HIGHLIGHTS, CHALLENGES AND 
REMEDIAL ACTION 

(a) Provision of free basic services 

The Council adopted an Assistance to the Poor Policy, which provides a 
framework for the provision of free basic services. During the 2007/08 
financial year, 98 467 households received 75 kWh of free electricity per 
month, while 98 122 households received 8 kl of free water per month. To 
ensure that all qualifying households who deserve free basic services do 
receive them, the Municipality regularly undertakes outreach programmes to 
communities to educate, inform and make them aware of the availability of 
free basic services. In this regard, a free basic services outreach programme 
was undertaken from April 2008, during which 10 000 unregistered indigent 
consumers were registered to receive free basic services. 

In addition, the Municipality has trained and employed 93 people from poor 
communities as plumbers to repair water leaks in indigent households 
throughout Nelson Mandela Bay. This initiative has contributed to job creation 
and ensured that indigent households do not exceed their free basic threshold 
as a result of water leakages, as most of them cannot afford to pay for the 
repair of those water leakages. 

(b) Provision of electricity 

Despite the good performance with regard to the provision of electricity, as 
reflected in 2.1.2 and 2.1.3 in the above table, the Municipality is aware of the 
remaining challenges, especially in informal areas, which do not make use of 
electricity as a source of energy. The other challenge is to ensure that Nelson 
Mandela Bay has a reliable and cost-effective energy source to support both 
domestic and business requirements. This requires the involvement of all key 
stakeholders, which include the public, the business community and the other 
two spheres of government. To deal with the challenges around the provision 
of electricity and energy, a number of programmes and projects have been 
initiated, which are briefly outlined below: 
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(bi) Dealing with Electricity Crisis 

The Municipality responded to the electricity crisis experienced in all areas of 
the country which resulted in widespread loadshedding, by doing the 
following: 

• Developing load shedding schedules to minimise disruptions and 
control power outages. 

• Ongoing communication with communities on issues surrounding load 
shedding, and engaging with commerce and industry. 

• The Municipality established the Sustainable Energy Efficiency Centre 
(SEEC) to deal with electricity energy conservation and demand side 
management. The Centre is manned by Electricity and Energy staff 
and, through it, working partnerships with ESKOM, local business 
chambers, the Nelson Mandela Metropolitan University, the Coega 
Development Corporation and other stakeholders have been 
established with a common goal, namely to put in place a reliable 
energy source and efficiency initiatives. 

(bii) Renewable energy and demand side management 

The Municipality is also focusing on renewable energy and demand side 
management. Under the Demand Side Management Programme, the first 
phase of the installation of geyser ripple control units has been completed, 
with altogether 27 000 units installed during the 2007/08 financial year. The 
Municipality intends to roll out this Programme throughout Nelson Mandela 
Bay. 

Other initiatives include: 

• The continued supply of compact fluorescent lamps. 

• The installation of light-emitting diodes (LED) traffic lights. 

• Energy-efficient residential street light lamps. 
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With regard to renewable energy, the Municipality introduced three renewable 
energy sources, in respect of which three contracts have been awarded, 
focusing on the following: 

• Wind energy 

• Production of electricity from gas 

• Production of electricity from waste 

The Municipality has identified the need to accelerate educational 
programmes to communities with regard to the efficient use of electricity. This 
is one of the focal points for the 2008/09 financial year. Some of the targets 
for the 2008/09 financial year with regard to the provision of electricity and 
energy will include a 10% reduction in electricity consumption; the 
continuation of the implementation of the three renewable energy sources; the 
revision of the Electricity By-law; as well as collaboration with ESKOM with 
regard to demand side management. 

(c) Provision of water and sanitation 

The provision of basic services, such as quality water and sanitation, is one of 
the key objectives of the Nelson Mandela Bay Metropolitan Municipality. 
Whilst 100% of households living in formal areas have access to water and 
sanitation, the Municipality is aware of the challenge to provide these basic 
services to all residents. Approximately 7% of local residents still need 
access to these services. The 2008/09 plans of the Municipality are focused 
on ensuring that all residents of Nelson Mandela Bay will have access to 
quality water by December 2008. In the informal settlements, standpipes are 
being installed to ensure that all residents have access to potable water within 
an acceptable distance of a 200 m radius. The Municipality has also launched 
an investigation into alternative methods of sanitation to complement access 
to sanitation through the Housing Delivery Programme, to ensure that the 
bucket system will be eliminated by 2010. 
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In order to eliminate water and sanitation service disruptions, the Municipality 
undertook an analysis of its assets and developed asset management plans, 
which are currently under implementation. Due to huge maintenance 
backlogs, problems such as burst pipes and blockages have occurred, and 
the Municipality is committed to repair these as speedily as possible. 
Turnaround times for the restoration of water and sanitation services after 
either a burst pipe or sewer blockage are reflected below: 

• Water pipeline bursts repaired: 

o Altogether 10 244 bursts were repaired during the 2007/08 financial 
year. 

o Minimum of 95% of these were repaired within 24 hours, 
o 5% were repaired within 48 hours only, due to the complexity of the 
work to be undertaken. 

• Sewer blockages repaired: 

o Altogether 18 715 blockages were repaired during the 2007/08 
financial year. 

o Minimum of 95% of these were repaired within 24 hours, 
o 5% were repaired within 48 hours only, due to the complexity of the 
work to be undertaken. 

With regard to water quality, the Municipality adheres to both national and 
international standards for the provision of quality water to consumers. Only 
two of twenty-five chemicals have presented with slightly higher levels, 
namely aluminium and trihalomethanes. These levels still comply with Class 
2 water standards; however, the Municipality is addressing this issue. 

(d) Waste management 

In addition to the provision of basic solid waste removal services to 100% of 
households, the Municipality is also regarded as one of the cleanest cities in 
South Africa and has won second prize two years running in the national 
Cleanest Town Competition run by the Department of Environmental Affairs 
and Tourism. The Municipality introduced a ward-based cleaning programme 
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in 24 of its wards, that makes use of co-operatives. The Municipality intends 
to extend this service to 30 wards in the 2008/09 financial year. The 
Municipality will also allocate dedicated fenced-off areas for the dumping of 
rubbish. This is mainly focused at the elimination of illegal dumping, which is 
common in the poorer areas of the city. 

(e) Provision of integrated human settlement 

The focus of the Municipality is not simply on the provision of houses, but also 
on the provision of sustainable integrated human settlements. This means 
that housing provision must be accompanied by the provision of other 
services and amenities needed to improve the socio-economic conditions of 
the residents of that area. The Municipality makes use of its Council- 
approved sustainable community planning guide to ensure that this objective 
is achieved. Within the context of the sustainable community plan, an 
Integrated Planning Matrix was developed and is currently being used by all 
directorates to promote co-ordination and integrated planning between 
directorates, other spheres of government, the private sector and other key 
stakeholders who play a role in development planning and the implementation 
of projects. 

To complement the above, a multi-disciplinary task team was established to 
deal with significant municipal planning and development initiatives. 

In the financial year in question, housing delivery was a key challenge facing 
the Municipality. A total of 1 055 houses were built against a revised target of 
3 000 houses. The housing allocation budget for the financial year in question 
was R168 million. Actual expenditure for the financial year was 
R51 496 310,67. The target was not reached because of the following 
reasons: 

• Majority of projects were blocked due to escalations in building material 
prices. 

• Shortage of skilled staff. 
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• Absence of an Executive Director. 

• Delays in the approval of ElAs. 

• Delays in the project and funding approval from the Provincial 
Government. 

Key interventions included the following: 

• Appointment of a new Executive Director. 

• Improvement of relations between the Municipality, National and Provincial 
Housing Departments resulting in regular interactions. 

• Improvement in processes, systems and procedures. 

• Capacitation and appointment of key competent employees. 

• Unblocking of blocked projects. 

These and other interventions that form part of the Housing Turnaround 
Strategy will be implemented during the 2008/09 financial year. 

(f) Provision of primary health services 

The Municipality has made great strides in the provision of public health 
services. In the financial year in question, the Municipality developed an 
integrated HIV and AIDS Strategy, which was launched on 1 December 2007 
to coincide with World AIDS Day, and is currently being implemented. There 
are currently 17 ART sites in Nelson Mandela Bay, providing treatment to over 
14 844 patients, namely at: 

• Chatty 

• Dora Nginza Hospital 

• Empilweni TB Hospital 

• J Pearson TB Hospital 

• KwaZakhele Community Health Centre 

• Letitia Bam Community Health Centre 

• Livingstone Hospital 
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• Masakhane 

• Motherwell Community Health Centre 

• New Brighton Clinic 

• Orsmond TB Hospital 

• Rosedale Community Health Centre 

• St Albans Med B 

• Uitenhage Hospital 

• Walmer 14*^ Avenue Clinic 

• Zwide Clinic 

• NGO site in Motherwell 

The Municipality is currently running five ART sites and will increase these to 
eight during the 2008/09 financial year. The fight against HIV and AIDS goes 
hand in hand with the fight against TB, and these will be intensified during the 
2008/09 financial year. 

In addition to public health, the Municipality has an integrated Employee 
Wellness and Safety Programme in place. This ensures the proper 
management of institutional occupational health and safety issues. Employee 
assistance and HIV and AIDS workplace management are prominent 
components of the Programme. 

Construction for three new clinics commenced during the 2007/08 financial 
year. One clinic, namely the Joe Sieve Clinic, was completed. During the 
2008/09 financial year, the following clinics will be completed: 

• Ikhamvelihle 

• KwaNobuhle 

• Rocklands 

(g) Safety and security 

The safety and security of the residents of Nelson Mandela Bay, visitors and 
investors is a key municipal priority. The Municipality is still pursuing the 
establishment of a Municipal Police Service. A project team will be appointed 
during the 2008/09 financial year to co-ordinate the establishment of a 
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Municipal Police Service. The Municipality also embarked on a project to 
install CCTV cameras at identified crime hotspots. During the 2007/08 
financial year, altogether 66 CCTV cameras were installed along the 
beachfront, in the CBD and other strategic buildings, during the 2007/08 
financial year. The Municipality is working together with the South African 
Police Services to curb crime in Nelson Mandela Bay. Crime prevention 
volunteers play an important role in this regard. 

The Municipality is currently implementing its Disaster Management Plan. 
Key structures that are in place include the main Disaster Management 
Centre and eight satellite offices, established according to priority areas 
determined through a risk assessment. One satellite office is added per 
annum. A central command centre that operates with other state emergency 
services is in place. During the 2008/09 financial year, increased attention will 
also be given to man-made disasters, such as xenophobia, as well as issues 
around the 2010 FIFA World Cup. An early warning system will also be rolled 
out throughout Nelson Mandela Bay during the 2008/09 financial year. 

The Municipality introduced a 24-hour traffic control service, which has 
improved the visibility of traffic officers. The comparative table below reflects 
the 2006/07 and 2007/08 accident statistics. As the decrease in accidents 
reflected is not significant, more attention will be given to the reduction of 
traffic accidents and road fatalities during the 2008/09 financial year, 
especially during key holiday periods (e.g. Festive Season and Easter 
holiday). The Municipality will work with the Provincial Department of 
Transport and the South African Police Services to maximise road safety 
through regular roadblocks and other joint operations. 


Road Accident Report 


06/07 

Fatal 

Serious 

Slight 

Damage 
(no injuries) 

Total Acc 

JUL 

14 

74 

254 

1210 

1552 

AUG 

7 

53 

268 

1299 

1627 

SEP 

17 

68 

224 

1113 

1422 

OCT 

12 

69 

260 

1224 

1565 

NOV 

13 

62 

248 

1295 

1618 

DEC 

13 

61 

246 

1239 

1559 

Sub-total 

76 

387 

1500 

7380 

9343 
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06/07 

Fatal 

Serious 

Slight 

Damage 
(no injuries) 

Total Acc 

JAN 

10 

54 

177 

1084 

1325 

FEB 

9 

57 

207 

1124 

1397 

MAR 

13 

71 

295 

1372 

1751 

APR 

7 

35 

160 

801 

1003 

MAY 

15 

80 

274 

1230 

1599 

JUNE 

13 

57 

225 

1175 

1470 

Sub-total 

67 

354 

1338 

6786 

8545 

2006/2007 

143 

741 

2838 

14166 

17888 







Cost ('06) 

R51 197 289 

R69 634 734 

R75 933 528 

R267 978 222 

R464 743 773 




07/08 

Fatal 

Serious 

Slight 

Damage 
(no injuries) 

Total Acc 

JUL 

11 

84 

262 

1294 

1651 

AUG 

12 

56 

293 

1243 

1604 

SEP 

10 

64 

277 

1036 

1387 

OCT 

13 

70 

271 

1131 

1485 

NOV 

10 

71 

228 

1210 

1519 

DEC 

15 

82 

236 

1197 

1530 

Sub-total 

71 

427 

1567 

7111 

9176 

JAN 

9 

49 

268 

882 

1208 

FEB 

8 

69 

301 

1059 

1437 

MAR 

13 

79 

294 

1034 

1420 

APR 

9 

72 

299 

1206 

1586 

MAY 

4 

75 

271 

1015 

1365 

JUNE 

10 

66 

266 

1079 

1421 

Sub-total 

53 

410 

1699 

6275 

8437 

2007/2008 

124 

837 

3266 

13386 

17613 







Cost ('06) 

R44 394 852 

R78 656 238 

R87 385 096 

R253 222 962 

R463 659 148 


(h) Roads and transportation 

As a city grows, its transportation infrastructure has to keep pace with 

development to ensure that sufficient capacity is provided to meet the growing 

demand for transportation. The Nelson Mandela Bay Metropolitan 

Municipality has embarked on an infrastructure development programme to 

ensure the provision of adequate transport and an efficient and effective 

public transport system for Nelson Mandela Bay. For the aforementioned to 

be planned in an effective manner, the Municipality annually produces an 

updated Comprehensive Integrated Transport Plan (CITP), in terms of Section 

27(3) of the National Land Transport Transition Act (NLTTA) (Act No. 22 of 
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2000). This document forms an integral part of the IDP and is inextricably 
linked to other sector plans. 

In addition, the Municipality, in terms of the FIFA Host City Agreement, has to 
improve the infrastructure of Nelson Mandela Bay in order to provide sufficient 
transportation capacity for the efficient and safe operation of the 2010 FIFA 
World Cup in June/July 2010 and beyond. 

In terms of the Comprehensive Integrated Transport Plan of Nelson Mandela 
Bay, approximately 68 infrastructure projects were identified and approved for 
implementation by the National Treasury and the Department of Transport 
through the Public Transport Infrastructure and Systems Grant. This will 
leave a lasting legacy for Nelson Mandela Bay beyond 2010. The 
implementation of most of these projects will commence during the 2008/09 
financial year. 

(i) Tarring and rehabilitation of roads 

The Municipality is on course with the implementation of its five-year 
programme to tar all gravel roads, especially in old townships. A total of 24 
streets were tarred and three roads were rehabilitated during the 2007/08 
financial year, as reflected in the table below: 


Streets tarred 

No 

Ward 

Street Name 

1 

4 

Bhabhatane Street 

2 

4 

Bhabhatane Street 

3 

4 

Cikilishe Street 

4 

4 

Mankanzane Street 

5 

4 

Mpukane 

6 

4 

Qongqothwane Section 1 

4 

Qongqothwane Section 2 








Streets tarred 

No 

Ward 

Street Name 


32 

Boesak Street 

7 


Bowler Street 

8 

32 

Shope Street 

9 


Madwara Street 

10 


Pehlegard Street 

11 


Dane Street 

12 


Sixaba Street 

13 


Zundu Street 

14 

15 

Ngqolombe Street 

15 

39 

Devon Road 

16 


Fairley Road 

17 


Devon Road 

18 

50 

Corkwood Street 

19 


Cembu Street 

20 


Bhucu Street 

21 


Shuttle Street 

22 


Kudliwa Street 

23 


Pepilana Street 


Kumamasana Street 


Roads rehabilitated 


Road Name 

Macon Road Phasel 

Verdun Road 

Nioli Road 
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(j) Repairing of potholes 

It is a priority of the Municipality to repair potholes timeously. If the pothole is 
on a high category road, the first priority is to safely divert traffic and to make 
the working area safe for workers. It takes approximately three days to repair 
potholes on a high category road, and two days on a residential lane or street. 

GENERAL CHALLENGES CONFRONTED BY THE MUNICIPALITY WITH 
REGARD TO SERVICE DELIVERY 

In addition to the challenges with the remedial action to be implemented 
during the 2008/09 financial year highlighted above, general challenges that 
cut across all service delivery areas are summarised below: 

• Lack of adequate funding for maintenance backlogs. 

• Secure and sufficient energy requirements for both domestic users and 
investors. 

• Cost of electricity. 

• Lack of external contractor capacity. 

• EIA delays in project approvals. 

• Shortage of scarce skills. 

• Housing delivery. 

These challenges cannot be dealt with by the Municipality alone, but requires 
an intergovernmental relations approach, as most of these challenges are not 
within the municipal mandate. Addressing the challenges around electricity 
provision will be complemented by the Municipality’s own initiatives in Section 
(b) above. With regard to the funding of maintenance backlogs, the 
Municipality will appoint a fundraising and mobilisation agent during the 
2008/09 financial year. The scarce skills shortage is addressed separately in 
this Annual Report, under ‘Institutional Transformation and Development’. 
Housing delivery challenges are adequately covered under Section (e) above 
(Service Delivery and Infrastructure Development). 
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SERVICE DELIVERY AND MAINTENANCE BACKLOGS 

As indicated in this report, backlogs, both in terms of service delivery and maintenance, are still a challenge. The backlogs and plan of action 
to address these are outlined below: 


Service delivery backlogs 



30 June 2008 

30 June 2009 

30 June 2010 

30 June 2011. 

Required 

Budgeted 

Actual 

Required 

Budgeted 

Required 

Budgeted 

Required 

Budgeted 

WATER BACKLCX3S 

Backlogs to be eliminated (number of householcis not 
receiving minimum standard of service) 

25 395 

8000 

8 951 

16444 

16 444 

Backlogs to be 
eliminated by 
December 2008 



Backlogs to be eliminated (percentage of households 
identified as backlogs / total households in Municipality) 

7% 

2,4% 

2,7% 

4,9% 

4,9% 



SAMTAT1C3N BACKLOGS 

Backlogs to be eliminated (number of households not 
receiving minimum standard of service) 

30 620 

3000 

(revised 

nid-term) 

1055 

29 565 

5000 

24 565 

15 000 

9565 

9565 

Backlogs to be 
eliminated by 
December 2010 

Backlogs to be eliminated (percentage of households 
identified as backlogs / total households in Municipality) 

9% 

2,4% 

0,3P/o 

8,9% 

2% 

7,4% 

4,5% 

2,9% 

2,9% 
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30 June 2008 

30 June 2009 

30 June 2010 

30 June 2011. 

Ftequired 

Budgeted 

Actual 

Fiequited 

Budgeted 

Fiequited 

Budgeted 

Ftequired 

Budgeted 

RQACtS BACKLCXBS 

Backlogs to be eliminated (number of kms not providing 
minimum standard of service) 

146km 

FR69.8m 

R54.5m 

94km 

R140m 

84km 

R140m 

73km 

R140m 

Backlogs to be eliminated (percentage of kms identified 
as backlogs / total km) 

33% 

- 

- 

21% 

- 

19% 

- 

16% 

- 

REFUSE REMOVAL BACKLOGS 

Backlogs to be eliminated (number of households not 
receiving minimum standard of service) 

934 

500 

934 

100% of formal and informal households are receiving basic solid v\aste 
removal services. The Municipality does not provide this service to farms 
(1648 farm portions are located outside the urban edge of Nelson 

Mandela Bay. If these are taken into account, 99,5% of households have 
access to solid vvaste removal). 

Backlogs to be eliminated (percentage of households 
identified as backlogs / total households in Municipality) 

0,28% 

0,15% 

0,28% 
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Rehabilitation maintenance of Council's assets 

Public Health 

Budget 

2007/2008 

Expenditure 

Budget 

Capital project 

(Revised) 

2007/2008 

2008/2009 

Rehabilitation of beaches 

12,500,000 

12,566,938 

8,500,000 

Rehabilitation of halls and 
buildings 

1,200,000 

626,446 

1,600,000 

= 

13,700,000 

13,193,384 

10,100,000 

Roads, Stormwater & Fleet 
Manaqement 

Budget 

2007/2008 

Expenditure 

Budget 

Capital project 

(Revised) 

2007/2008 

2008/2009 

Rehabilitation of gravel roads 

2,500,000 

2,666,597 

1,000,000 

Rehabilitation of concrete 
roads 

796,290 

2,021,322 

31,000,000 

Rehabilitation of tarred roads 

3,323,900 

2,711,925 

15,000,000 

Rehabilitation of roads 

1,500,000 


- 

Rehabilitation of Aquavista 

Crescent 

212,500 



Rehabilitation of verges and sidewalks 

500,000 


- 

Rehabilitation of infrastructure salt pans 

600,000 


200,000 

Rehabilitation of major roads 

9,550,000 

1,735,620 

4,650,000 

Rehabilitation of bridge structures 

26,500,000 

7,841,664 

16,600,000 

= 

45,482,690 

16,977,128 

68,450,000 

Water Service 

Budget 

2007/2008 

Expenditure 

Budget 

Capital project 

(Revised) 

2007/2008 

2008/2009 

Rehabilitation of dams 

350,000 

484,845 

100,000 

Rehabilitation of Loerie Treatment 

Works 

13,000,000 


21,000,000 

Rehabilitation of Water Treatment 

Works 

1,150,000 

1,462,667 

6,300,000 

Rehabilitation of water pump stations 

100,000 

9,942 

400,000 

Rehabilitation of supply pipelines 

4,819,000 

4,489,886 

8,450,000 

Rehabilitation of reservoirs 

1,840,000 

1,397,076 

4,550,000 

Rehabilitation of distribution pipelines 

13,000,000 

12,341,143 

4,900,000 


34,259,000 

20,185,559 

45,700,000 
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Sanitation 

Budget 

2007/2008 

Expenditure 

Budget 

Capitai project 

(Revised) 

2007/2008 

2008/2009 

Rehabilitation of reticulation sewers 

22,935,000 

34,430,195 

19,450,000 

Rehabilitation of bulk sewers 

2,960,000 

868,023 

4,000,000 

Rehabilitation of sewerage pump 
stations 

2,410,000 

2,150,307 

3,887,000 

Rehabilitation of Waste Water 
Treatment Works 

8,440,010 

5,211,262 

10,930,000 


36,745,010 

42,659,787 

38,267,000 

Economic Deveiopment and 
Recreationai Services 

Budget 

2007/2008 

Expenditure 

Budget 

Capitai project 

Rehabilitation of halls and 

(Revised) 

2007/2008 

2008/2009 

buildings 

Rehabilitation of swimming 

8,365,560 

6,468,720 

4,814,000 

pools 

2,600,000 


1,600,000 


10,965,560 

6,468,720 

6,414,000 

Safety and Security 

Budget 

2007/2008 

Expenditure 

Budget 

Capitai project 

(Revised) 

2007/2008 

2008/2009 

Rehabilitation of halls and 
buildings 

11,696,340 

7,281,216 

18,475,000 

Corporate Services 

Budget 

2007/2008 

Expenditure 

Budget 

Capitai project 

(Revised) 

2007/2008 

2008/2009 

Rehabilitation of halls and 
buildings 

27,503,220 

20,169,959 

23,200,000 
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OPERATING BACKLOGS 



Total 

operational 

maintenance 

backing 

Annuai 
requirement 
to eiiminate 
backing 

Operating 

maintenance 

budget 

2007/08 

Operating 
maintenance 
budget spent 
2007/08 

Operating 

maintenance 

budget 

2008/09 

Infrastructure and Engineering 

R993 196 330 

R242 541 254 

R269 138 040 

R264 784 189 

R286 449 850 

EDRS 

R51 100 000 

R20 300 000 

R14 856 010 

R13 969 147 

R14 288 600 

Public Health 

R 140 109 955 

R27 181 991 

R6 074 780 

R4 772 030 

R8 101 110 

Corporate Services 

R22 231 986 

R15 000 000 

R16 001 900 

R11 528 416 

R17 828 650 

Electricity Services 

0 

0 

R24 607 990 

R27 229 830 

R25 082 400 


R1 206 638 271 

R305 023 245 

R330 678 720 

R322 283 612 

R351 750 610 
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KPA 2.2 : MUNICIPAL FINANCIAL VIABILITY AND SUSTAINABILITY 


KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF 
VARIANCE / COMMENTS 

Development of 
IDP-based Budget 

Approval of IDP-based 
Budget that meets legal 
requirements 

Budget 

submitted 

Submission of 
Budget 

Budget 

submitted 

The budget was approved by 
Council on 5 June 2008. 

An approved sustainable 
financial plan for 
allocation of municipal 
resources to enhance 
sustainability 

- 

Adoption of 
financial plan 

Financial 
plan adopted 

The financial plan was 
approved, together with the IDP 
and the Budget, on 5 June 

2008. 

2 2 2 Sustained revenue 

collection 

Revised Revenue 
Collection Master Plan In 
place 

- 

100% 

adherence to 
revised plan 

100% 

adherence to 
revised plan 

The Revenue Collection Master 
plan was approved by Council 

In September 2007. A Draft 
Revenue Enhancement 

Strategy was tabled for 
discussion and workshopped to 
evaluate the effect of the 

Revenue Collection Master 

Plan and to set strategic goals 
to assist the effectiveness of the 
Master Plan. 


% Improved and 
sustained revenue 
collection 

97% 

98% 

99% 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF 
VARIANCE / COMMENTS 


Debt-to-income ratio 

- 

32% 

9.30% 



Net debtors to annual 
operating income 

12.4% 

15% 

14.20% 


Sustained revenue 
2.2.2 collection 

(continued) 

% adherence to the 

Project Plan for the 
acquisition of the new 
billing system 

- 

100% 

90% 

The implementation of the new 
billing system has been 
postponed, due to concerns 
about its future applicability. 


Capturing all meters 
currently not in the new 
billing system 

- 

Capturing of all 
meters 

All meters 
captured 

All meters were captured on the 
billing system. 


% adherence to the 
General Property 

Valuation Project Plan 

- 

100% 

100% 

The General Property Valuation 
Roll was implemented on 1 July 
2008 in line with the project 
plan. 




49 


KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF 
VARIANCE / COMMENTS 

2 2 3 Sound Financial 

Management 

Personnel costs to total 
operating income 

29% 

29% 

30.2% 


% capital expenditure 

87.60% 

95% 

98.67% 


% MIG expenditure 

92% 

95% 

98% 


% Restructuring Grant 
expenditure 

80.60% 

95% 

95.20% 


Submission of financial 
statements that comply 
with MFMA and other 
accounting standards and 
practices 

Financial 

statements 

submitted 

Submission of 
financial 
statements 

Financial 

statements 

submitted 




KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 


Creditors’ days 

55 days 

Sound financial 



2.2.3 management 

(continued) 




Improved credit rating 


Credit rating in 
place 


TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF 
VARIANCE / COMMENTS 

45 days 

58 days 


Improved 
credit rating to 
be in place 

Improved 
credit rating 
in place 

Moody's Investor Services 
issued Council on 12 February 
2008 with an improved rating of 
AaS.za, with a stable outlook. 
The SCM process to appoint a 
rating agency to conduct the 
latest credit rating, is under 
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MUNICIPAL FINANCIAL VIABILITY AND SUSTAINABILITY 
PERFORMANCE HIGHLIGHTS, CHALLENGES AND REMEDIAL ACTION 

The performance of the Municipality with regard to municipal financial viability 
and sustainability is outlined below. 

The financial status of the Municipality is sound, as reflected by the credit 
rating of AaS.za, issued by an independent international credit rating 
company, namely Moody’s Investor Services. This rating is based on the 
Municipality’s strong financial performance, good liquidity and cash 
management. 

The Municipality has a multi-year budgeting cycle that clearly reflects goals for 
the next three years, in line with the IDP. To ensure integration between the 
IDP and the Budget, the Municipality develops an integrated IDP and Budget 
Process Plan, which is adopted by Council annually. This process takes into 
account stakeholder consultation, both internally and externally, starting with 
the identification of ward priorities. 

Financial reports are submitted timeously; these include the Section 71 
reports, which are submitted within ten working days of the end of each month 
as well as the annual financial statements, which must be submitted by 31 
August annually. 

With regard to supply chain management, the Council has a Supply Chain 
Management Policy in place, which is reviewed annually. Reports emanating 
from the supply chain process are reported regularly to Council for oversight. 
Other key financial related policies include the Revenue Management and 
Customer Care Policy, which has contributed to the improvement of the 
revenue collection rate to 99%, and the Cash Management and Investment 
Policy. 
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The Municipality has increased its capital expenditure to 98,67%, indicating 
improved financial management capacity among the various directorates. 
The intervention to improve expenditure was at the administrative level, led by 
the Municipal Manager and Executive Director engagements: at political level, 
through the Council’s appointed Budget Performance Monitoring Committee; 
and monitoring at Standing and Mayoral Committee level. This reflects 
R921.2 million in additional expenditure, compared to the 2006/07 financial 
year. In the 2006/07 financial year, the Municipality spent R975.3 million; in 
the 2007/08 financial year, the Municipality spent over R1 ,8 billion. 

GENERAL CHALLENGES CONFRONTED BY THE MUNICIPALITY WITH 
REGARD TO MUNICIPAL FINANCIAL VIABILITY AND SUSTAINABILITY 

The main financial challenges that confronted the Municipality during the 
2007/08 financial year are reflected below: 

• Unfunded mandates; e.g. provision of health services, roads, 
libraries and housing. 

• Funds to provide for Coega bulk services (water and sanitation). 

• FIFA 2010 World Cup budget (capital and operating). 

• Sustaining the Capital Replacement Reserve (CRR). 

• Late payment of creditors. 

• Development of the new billing system. 

As also reflected under service delivery, most of the challenges reflected 
above require an intergovernmental approach between the three spheres of 
government. The challenges that are the Municipality’s areas of responsibility 
mainly relate to the late payment of creditors and the proposed new billing 
system. The implementation of the new billing system has been postponed, 
due to concerns about its applicability. These two areas will be given priority 
during the 2008/09 financial year. 

For the Audited Financial Statements, please refer to Annexure “A”. 




53 


KPA 2.3 : MUNICIPAL TRANSFORMATION AND ORGANISATIONAL DEVELOPMENT 


KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF 
VARIANCE / COMMENTS 

22 1 Strategic planning 

and integration 

A functional cluster 
system in place 

- 

Functional 
cluster system 
to be in place 

A cluster 
system was 
put in place for 
the 

preparation of 
the IDP review 
process 

A cluster system is in place, in 
terms of which quarterly 
meetings will be held in the next 
financial year. 

22 2 Organisational 

rationalisation 

Completion of the high- 
level institutional 
rationalisation to 
eliminate duplications and 
enhance integration 
between performance 
and staff utilisation 

- 

Completion of 
rationalisation 
process 

Rationali- 

sation 

completed 

The Municipality has 
successfully completed and 
implemented the organisational 
review process. 

A functional 

administrative structure to 
co-ordinate service 
delivery in Uitenhage and 
Despatch in place 

- 

Structure to be 
approved and 
populated 

Structure 
approved and 
populated 

A Director; Uitenhage and 
Despatch was appointed. 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF 
VARIANCE / COMMENTS 

Organisational 

2.3.2 rationalisation 

(continued) 

Completion of 
rationalisation of entities 

Draft report 
with 

recommenda- 
tions in place 

Completion of 
rationalisation 
process 

Rationalisation 

completed 

The rationalisation of entities 
was completed. In this regard, 
the issues of governance and 
accountability were addressed, 
including performance reviews 
of entities such as the UDDI, 
MBDAandNMBT. The NMM 

Art Museum and the Red 

Location Museum and other 
Section 21 companies, such as 
the Centenary Hall and the 
Feather Market Centre, now fall 
under the Municipality’s 
administration. 


% adherence to the 
restructuring grant 
conditionalities 

100% 

100% 

100% 

All requirements in terms of the 
agreement have been met. The 
agreement covered a period up 
to 30 June 2008. 

22 3 Human resources 

Completion and 
implementation of a new 
five-year Employment 
Equity Plan 

Plan in place 

Five-year Plan 
to be in place 

The process is 
still in 
progress 

Insufficient funding delayed the 
appointment of a consultant, 
who was finally appointed in 
March 2008. A draft report is in 
place and will be submitted to 
Council structures for approval. 

development 

Submission of Workplace 
Skills Plan 

Workplace 
Skills Plan 
submitted 

Submission of 
Workplace 
Skills Plan 

Workplace 
Skills Plan 
submitted 
timeously 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF 
VARIANCE / COMMENTS 

Human resources 
2.3.3 development 

(continued) 

Existence of an 
integrated programme for 
the acquisition of scarce 
skills as well as for 
dealing with current skills 
shortages in the 
Municipality 

- 

1 ntegrated 
Programme to 
be in place and 
approved 

Audit and draft 
report in place 

A Scarce Skills Recruitment 
and Retention Strategy was 
adopted by Council and 
conceptualised into five Work 
Streams as follows; 

• Dedicated retention of 
professionals currently in 
service, 

• Selective recruitment of 
professionals who are 
retirees, 

• Dedicated recruitment of 
professionals within NMBM 
area, comparable 
organisations and lower 
graded municipalities, 

• Aggressive recruitment and 
mentorship of learner and 
recently graduated 
professionals. 

• Selective recruitment of 
professionals beyond SA 
borders. Kelly has been 
appointed as the preferred 
service provider. 

% of Skills Development 
Levy returned to the 
Municipality in terms of 
eligibility 

- 

100% 

100% 

An amount of R3 088 555 has 
been received as rebate from 
SETA. 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF 
VARIANCE / COMMENTS 

Human resources 
2.3.3 development 

(continued) 

Completion of Task Job 
Evaluation Internal 
Processes 

- 

Completion of 
job evaluation 
process 

Started, but 
incomplete 

Job descriptions for all 
directorates have been 
finalised, except for the 
Infrastructure and Engineering 
Directorate, because of set 

ECSA standards - stated as a 
percentage, this represents an 
84% completion rate, with the 
Infrastructure and Engineering 
Directorate accounting for the 
remainder to be done = 14%. 
Altogether 1282 JDs were 
evaluated and 392 are pending. 
Subsidiary PJEC was appointed 
to fast-track outstanding job 
evaluations. A JE trouble- 
shooting team was established, 
comprising the Executive 

Director; Corporate Services 
and full-time shop stewards of 
SAMWU and IMATU to attend 
to bottlenecks and challenges in 
implementation on a dedicated 
basis. 

A uniform remuneration 
framework that is 
equitable and cost 
effective in place 

- 

Phase 2 to be 
in place 

Phase 1 in 
place 

Because of the wide 
consultation required for this 
project, it has taken longer than 
anticipated. 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF 
VARIANCE / COMMENTS 

Human resources 
2.3.3 development 

(continued) 

An integrated HR 
Information System 
(HRIS) in place 

- 

Integrated 
HRIS to be in 
place 

The process is 
in progress 

The magnitude of the task was 
underestimated hence the delay 
in commencement. However, 
the contract was awarded and a 
service provider is on site. 

Integrated 

2.3.4 Performance 

Management 

Roll-out Performance 
Management System 

Performance 
plans in place 
for all Section 
57 employees 

Performance 
plans to be in 
place 

Performance 
Plans in place 
up to Assistant 
Director level 
in certain 
directorates. 

Having achieved a full 
complement of Executive 
Directors as at December 2007, 
further roll-out will now continue 
in the next financial year. 
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MUNICIPAL TRANSFORMATION AND ORGANISATIONAL 
DEVELOPMENT PERFORMANCE HIGHLIGHTS, CHALLENGES AND 
REMEDIAL ACTION 

In order for the Municipality to provide service delivery in an integrated and 
co-ordinated manner, it has prioritised the continual improvement of its IDP 
document. During the period under review, a more accessible and credible 
IDP emerged. In addition to ensuring more guided and focused service 
delivery, a credible IDP also enhances the performance management of its 
implementation, both on organisational and employee levels. The 
Performance Management System of the Municipality has also been improved 
significantly. Key performance indicators and targets have been made 
specific and realistic. The Municipal Manager and all Section 57 employees 
signed performance agreements. Performance Management was also 
cascaded down to Assistant Director level, and the goal is to cascade it down 
to all employees. 

The Municipality also successfully implemented its organisational review and 
rationalisation programme, which saw a reduction in the number of employees 
reporting to the Municipal Manager from twenty to a more manageable nine. 
The aim of this exercise was also to enable the development of an institution 
that is responsive, efficient and effective in service delivery. The 
implementation of the rationalisation process will proceed during the 2008/09 
financial year. 

The report and programme on the rationalisation of entities were also 
implemented, which saw the incorporation of the Nelson Mandela 
Metropolitan Art Museum and the Red Location Museum, community facilities 
such as Centenary Hall Promotions and the Feathermarket Centre, into 
municipal operations. A process was put in place to ensure that the Mandela 
Bay Development Agency (MBDA) becomes a fully-fledged entity. The 
governance control framework was also developed, focusing on the need to 
improve the functionality and reporting and accountability of Nelson Mandela 
Bay Tourism. This will be implemented during the 2008/09 financial year. 




59 

To improve integration between the various directorates and other spheres of 
government, a cluster system was introduced during the IDP preparation 
process. The resultant three clusters will meet regularly in the 2008/09 
financial year to improve service delivery integration and co-ordination. 

Although the Employment Equity Plan was not completed by June 2008, the 
Municipality built a point-scoring system, which takes into account the 
previously disadvantaged. This means that in addition to the performance 
scoring achieved by a candidate, the following additional points are 
applicable: 

• Race: 

o African = 5 
o Coloured = 3 
o Indian /Asian = 2 
o White = 1 

• Gender: 

o Female = 5 
o Male = 3 

• Disability: 

o Major = 5 
o Minor = 3 
o None = 1 

This ensures that the Municipality considers both the ability to perform the job, 
as well as the upliftment of the previously disadvantaged. Complementing 
this, the Municipality developed and submitted its Workplace Skills Plan 
timeously to the Department of Labour. In addition, an amount of R3 088 555 
was received by the Municipality as a rebate from SETA. 
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With regard to job evaluation, the internal processes will be completed during 
the 2008/09 financial year. The delay in the completion of this process was 
due to the newly established engineering standards. A service provider was 
appointed to assist the Municipality in this exercise. 

With regard to Information Technology, the Municipality spent R4,6 million 
during the 2007/08 financial year on the development of application software 
to support service delivery initiatives. Areas of focus included financial 
systems, with particular emphasis on the Stores and Creditors System and 
the General Ledger System. 

A total of R4,8 million was spent on information technology infrastructure: 
primarily on the upgrading of the network and the main application servers. An 
amount of approximately R5 million was invested in providing a wireless 
backbone which will greatly facilitate access to municipal data and facilities in 
previously unconnected areas. 

GENERAL CHALLENGES CONFRONTED BY THE MUNICIPALITY WITH 
REGARD TO MUNICIPAL TRANSFORMATION AND ORGANISATIONAL 
DEVELOPMENT 

The general challenges that confronted the Municipality during the 2007/08 
financial year are reflected below: 

• Technical skills shortage (especially civil and electrical engineers). 

• Balancing staffing requirements with personnel expenditure target. 

• Integration and co-ordination challenges. 

• Relationship between skills development and competency 
requirements. 

With regard to the technical skills shortage, the Municipality has developed a 
strategy that focuses on the recruitment, acquisition and retention of scarce 
skills. The strategy allows for headhunting through a service provider and 
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direct contact with potential employees. This strategy also targets the 
recruitment of retired engineers contractually. Although this strategy was 
developed during the 2007/08 financial year, its full implementation will be 
realised only during the 2008/09 financial year. 

To ensure that skills development is focused on jobs and individuals, the 
Municipality will implement the minimum competency requirements during the 
2008/09 financial year in terms of which employee profiles will be compiled, a 
gap analysis will be performed, and a programme will be developed and 
implemented to ensure the acquisition of the required skills. 

The introduction of the cluster system, which will be fully implemented during 
the 2008/09 financial year, will go a long way to improve co-ordination 
between directorates and other spheres of government. This will be 
complemented by the full implementation of the Integrated Planning Matrix 
developed for integration and co-ordination purposes. 

The Municipality has been engaging with National Treasury on the challenges 
presented by the ceiling placed on personnel expenditure. These discussions 
have borne fruit, as the National Treasury has indicated that it will review the 
matter. 




62 


KPA 2.4 : LOCAL ECONOMIC DEVELOPMENT 


KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF VARIANCE/ 
COMMENTS 

241 Poverty alleviation 

and job creation 

Existence of an 

Integrated Poverty 
Alleviation Strategy and 
Programme 

- 

Implementation 
of Programme 

Draft 

Strategy in 
place 

Draft Strategy to be tabled at a 
Poverty Alleviation Summit in the 
second quarter of the next 
financial year. 

Number of co-operatives 
assisted 

10 

25 

33 


% reduction in 
unemployment 

- 

6% 

6% 


2.4.2 EPWP 

Number of jobs created 
by municipal LED 
activities 

1116 

5000 

5786 


Number of these jobs that 
have benefitted women 

127 

3000 

4497 


Number of these jobs that 
have benefitted youth 

50 

400 

578 


Number of jobs created 
by municipal capital 
projects 

8657 

3000 

3688 





( 


KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 


Number of these jobs that 
have benefitted women 

- 

EPWP 

2 42 

(continued) 

Number of learnerships in 
manufacturing and 
engineering - 
infrastructure sector 

60 


Development of Local 
Economic Development 
Plan 

- 

2 4 2 Economic growth 

and development 

Existence of a City-Wide 
Development Strategy 

- 





Rate of economic growth 


4.6% 


TARGET 

2007/08 


ACTUAL 

2007/08 


EXPLANATION OF VARIANCE/ 
COMMENTS 





150 

184 


104 

59 


LED Plan to be 
in place 

In progress 

The Municipality has decided to 
develop a new LED Strategy in 
the 2008/09 financial year, from 
which the Plan will emanate. 

Strategy to be in 
place 

The Draft 
Terms of 
Reference 
have been 
developed 
and funding 
is being 
explored 


5% 

4% 

Research on the rate of NMB’s 
economic growth has been done 
and the rate is currently 4%. 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF VARIANCE/ 
COMMENTS 


Implementation of key 
municipal economic 
development strategic 
priority projects 

- 

Priority projects 
to be identified 
and 

implemented 

Priority 
projects 
identified and 
included in 
the IDP as 
part of 
Spatial 
Development 
Plan 


Economic growth 
2.4.3 and development 

(continued) 

Existence of a functional 
consultative structure to 
consult key economic 
development 
stakeholders 

- 

Consultative 
structure to be 
established 

Mayoral 
Economic 
Advisory 
Panel in 
place and 
meeting 
regularly. 
LED Forum 
also in place 



Number of new 
investments attracted 
through the NMBM's 
initiatives 

- 

1 

One investor 
opening up 
business in 
Uitenhage 

One Investor attracted (Rehau 
Polyster based in Uitenhage). 

2.4.4 Urban agriculture 

Number of anchor 
agricultural projects 
established 

- 

1 

5 

Exceeded target, of which two 
projects will be implemented. 
Dwane Phase 1, TATI phase 1, 
Walmer Hydroponics, 2 LARD 
projects which were supported 
last financial year. 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF VARIANCE/ 
COMMENTS 

2 ^ ^ Urban agriculture 

(continued) 

Number of micro 
agricultural projects 
established 

- 

5 

25 



% annual increase in 
tourism 

10% 

10% 

10% 


2.4.5 Tourism 

Number of township 
tourism entities 
established or 
capacitated through the 
Municipality's assistance 

- 

2 

4 training 
workshops 
benefitting 
over 60 
tourism 
operators 

The following training assistance 
was provided: 

• 2 Training Workshops (SA 

2010 Host City) 

• 2010 Business Opportunities 
Workshop 

• Ranger training of Tourism 
Ambassadors 

• Culture and Heritage Guides 
training 


Development of a new 
funding model for Nelson 
Mandela Bay Tourism to 
ensure it does not solely 
rely on municipal funds 

- 

New funding 
model to be in 
place 

Discussions 
with NMBT in 
progress to 
develop new 
funding 
model 

The rationalisation of entities 
process had to be followed so as 
to establish the best course. The 
process was completed in June 
2008. 

Broad-based 

2.4.6 economic 

empowerment 

Revised Supply Chain 
Management Policy to 
enhance broad-based 
economic empowerment 
in place 

- 

Revised policy 
to be in place 

Revised 
policy in 
place 


% of tenders awarded to 
women as a percentage 
of all tenders awarded 

11% 

15% 

16% 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF VARIANCE/ 
COMMENTS 

Broad-based 

economic 

empowerment 

(continued) 

% of tenders awarded to 
youth as a percentage of 
all tenders awarded 

0% 

15% 

10% 

The institution has not met the 

BEE targets, because the greater 
percentage of the municipal 
budget is allocated for 
infrastructure related projects and 
the latter are governed by 
Construction Industry 

Development Board Regulations. 
The Regulations dictate that 
contractors with low grades are 
prohibited from tendering for big 
projects upwards of R3 million. 
Unfortunately, more than 80% of 
Black contractors fall below 

Grade 2, meaning that they 
qualify for a small number of 
tenders only. The nullification of 
ringfencing of projects for 100% 
Black companies by National 
Treasury has also made it difficult 
to achieve BEE targets. In 
reviewing the SCM Policy, the 
Municipality has tried to develop 
mechanisms that could turn 
tables around after the adoption 
of the amendments. The revised 
SCM Policy was submitted to 
Council and is still pending 
approval. 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF VARIANCE/ 
COMMENTS 

Broad-based 

economic 

empowerment 

(continued) 

% of tenders awarded to 
previously disadvantaged 
individuals (PIDs) 

20% 

65% 

39% 

See comment above. 

2 4 7 C°®9a 

development 

Adherence to the utilities 
agreement between the 
Municipality and Coega 

- 

Adherence to 
agreement 

Adherence to 
agreement 

The Municipality finalised an 
updated version of the Co- 
operation agreement in 
partnership with the Coega 
Development Corporation. 

2 ^ g City-wide skills 

development 

Development of a City- 
wide Skills Development 
Plan to alleviate the 
shortage of critical skills 
in Nelson Mandela Bay in 
conjunction with key 
stakeholders 

- 

Development 
plan to be in 
place 

Skills 

Development 
Plan in place 

The development of an HRD 
Strategy and Plan was 
completed. The implementation 
plan of the Strategy has been 
approved. 

FIFA 2010 Soccer 
World Cup 

% compliance with FIFA 
Soccer World Cup 2010 
Host City agreement 

100% 

100% 

100% 

The Municipality is on target to 
meet all FIFA 2010 Soccer World 
Cup deadlines in terms of the 

Host City Agreement. 




KEY PERFORMANCE 

ELEMENT 

(KPE) 


KEY PERFORMANCE 
INDICATOR (KPI) 


BASELINE 


2.4.10 


2.4.11 


Existence of a sports 
development programme 


Number of sports facilities 
upgraded and maintained 


Sports 

development 


Number of sports facilities 
built 


Number of people who 
benefited from sport 
development 
programmes 


Number of beaches with 
Blue Flag status 


12550 


3 


Recreation 


Number of recreational 
facilities built 


Number of recreational 
facilities upgraded 


TARGET 

2007/08 


ACTUAL 

2007/08 


EXPLANATION OF VARIANCE/ 
COMMENTS 


Programme to Sports intemai capacity constraints have 

be in place and opmen delayed the completion of the 

^ , Programme „ 

approved . ^ , Programme. 

in place ” 

10 11 

10 11 

500 2442 

3 (revised) 3 

10 3 


10 


5 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF VARIANCE/ 
COMMENTS 


Number of heritage sites 
developed 

- 

1 

0 

All necessary consultation stages 
have been followed. The NMMU 
is currently busy with the 
Conservation Management Plan. 

Arts, culture and 
heritage 

Number of artists and 
crafters assisted 

900 

125 

1200 

Local artists were developed by 
exposing them to events 
organised by the Municipality, e.g. 
Splash Festival, Iron Man, 
Grahamstown Festival, Opening 
of Council, Commemoration 

Days, and ad hoc requests for 
entertainment. 


Establishment of Nelson 
Mandela Bay Arts and 
Crafts Centre 

- 

Arts and Crafts 
Centre to be 
established 

Arts and 
Crafts Centre 
established 

New plans are being drawn up for 
further expansion of the Arts and 
Crafts Centre (Motherwell). 


Upgrading of Langa 
Memorial 

- 

Upgrading of 
Langa Memorial 

Preliminary 
designs in 
place 
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KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF VARIANCE/ 
COMMENTS 

2.4.13 Library services 

Computerisation of all 
libraries 

- 

All municipal 
libraries 
computerised 

All municipal 
libraries 
computerised 

All municipal libraries are 
computerised. 

Number of implemented 
programmes targeting 
children from 
disadvantaged areas 

- 

2 

4 

Each of the 22 libraries in the 

Metro offers one programme per 
quarter; totaling four programmes 
per Library per year. 
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LOCAL ECONOMIC DEVELOPMENT PERFORMANCE HIGHLIGHTS, 
CHALLENGES AND REMEDIAL ACTION 

Nelson Mandela Bay has a Local Economic Development Strategy, which is 
currently under review to enable it to respond to current economic challenges 
and joblessness. This review will be completed during the 2008/09 financial 
year. 

It is important to understand and recognise that, whilst itself participating in 
economic growth and development, the key role of the Municipality is mainly 
to provide an environment conducive to investment by the private sector. In 
this regard, the Municipality focuses on providing infrastructure for both social 
and economic development. This can take the form of the provision of bulk 
infrastructure for the delivery of services such as water, electricity, sanitation, 
roads and transportation. The infrastructure provision can also take another 
form, for example the construction of a Logistics hub in Uitenhage for the 
automotive industry, culminating in a partnership between the Municipality and 
the Coega Development Corporation. 

All four other key performance areas highlighted in this report have an impact 
on the economic development of Nelson Mandela Bay. These include 
infrastructure development, as explained above, and safety and security, 
discussed in detail, which contributed to the 10% increase in bed-nights spent 
in Nelson Mandela Bay - a welcome boost to the local hospitality industry. 
Thanks to the geographical location of Nelson Mandela Bay, tourism 
development is a major catalyst for economic growth and a local strength. 
This is complemented by the quality of the local beaches, which was 
recognised when no less than four received the coveted Blue Flag status, 
international recognition for quality and high standards of cleanliness. 
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The Municipality also plays a vital role in ensuring sustainable growth and 
development through land use policies, a spatial development framework and 
other plans to ensure that all strategic planning processes are aligned and 
integrated. This ensures that development does not take place on an ad hoc 
basis, which will render it fragmented and non-sustainable. 

The Municipality engages with its key stakeholders, which include civic 
society, institutions of higher learning, as well as the business sector. In 
addition to the public participation processes covered under good governance, 
the Municipality has also established an Economic Advisory Forum, which 
meets on a quarterly basis, to advise the Executive Mayor, the Mayoral 
Committee and senior managers on local economic issues. Valuable lessons 
have been learnt in this regard. During the 2008/09 financial year, the 
Municipality will focus on improving interaction between itself and the 
business community of Nelson Mandela Bay. 

The Municipality is also implementing key projects aimed at unlocking inner- 
city development. In addition to the Nelson Mandela Bay Multi-purpose 
Stadium, one of the key projects is the inner-city regeneration project, which 
focuses on the central business districts of Port Elizabeth, Uitenhage and 
Despatch. It aims to promote economic growth in the inner-city areas through 
urban renewal initiatives underpinned by the provision of services such as 
safety and security and infrastructure development, which could serve as a 
catalyst for private sector development. The focus is on the inner-city areas 
that are either in decay or declining, as well as other areas that could be 
developed from their original industrial base to serve other uses, for example, 
retail, residential, office, tourism/leisure and entertainment. Annexure “C1” 
provides more detailed information on inner-city renewal in Nelson Mandela 
Bay. 
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Other strategic projects for the 2008/09 financial year include the modeling 
and identification of a site for the International Convention Centre (ICC) and 
the old Tramways Building/Baakens River upgrading. 

In addition to economic growth, poverty alleviation and entrepreneurship 
support are key focus areas for the Municipality. The Municipality has a 
comprehensive poverty alleviation programme in place, in terms of which the 
following is provided: 

• Free basic services, currently benefiting 98 437 households. 

• Co-operative support, which has benefited 33 co-operatives, of which 
eight have been awarded municipal contracts for street sweeping and 
litter picking. 

• Entrepreneurial support through SMME development; 500 SMMEs 
were provided with training and two workshops were held (Zwide and 
Uitenhage). 

• Urban agricultural projects, with over 30 projects implemented during 
the financial year. 

• Training and employment of 93 residents from impoverished 
communities as plumbers to repair water leaks in indigent households 
throughout Nelson Mandela Bay. 

• Creation of jobs through the implementation of EPWP and other 
infrastructure related projects, resulting in the following: 

o 3688 jobs created through capital projects 
o 5786 jobs created through LED activities 
o Implementation of 59 learnerships in the manufacturing and 
engineering sector 

o A number of these jobs have benefited women and youth, as 
reflected in the table above. 
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With regard to sports and recreation, altogether 2 442 people benefited from 
sports development programmes. Four Nelson Mandela Bay beaches have 
Blue Flag status. A total of 1 200 artists and crafters were assisted. An Arts 
and Crafts Centre was constructed in Motherwell. All 22 libraries were 
computerised, with full office packages and internet and e-mail facilities, 
benefiting the communities, particularly learners and emerging entrepreneurs, 
with regard to business planning and tendering processes. Each of the 22 
libraries in Nelson Mandela Bay implements one programme per quarter 
targeting disadvantaged children. 

The Metro is a hive of activity, as is evident from the broad spectrum of 
events, both national and international, that it hosted over the 2007/08 
financial year. Some of the key events hosted, included the following: 


Events hosted in Nelson Mandela Bay 2007/08 


NAME OF EVENT 

DATE 

Mayoral Conservation Event 

3 - 7 July 2007 

Volkswagen Rally 

20 - 21 July 2007 

EP Volleyball League Games 

21 July 2007 

Vodacom Challenge : Orlando Pirates v 
Kaizer Chiefs 

26 July 2007 

Despatch Festival 

28 July 2007 

SATC Development Triathlon/Aquathon 

5 August 2007 

Department of T ransport: Driver of the 
Year 

25 August 2007 

Spring Fair 

1 September 2007 

CAF 50th Celebration Conference 

3 September 2007 

ITEC 10 km Road Race 

8 September 2007 
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NAME OF EVENT 

DATE 

International Coast Clean-up 

15 September 2007 

Northern Arts Festival 

21 - 24 September 2007 

SA Junior Surfing Championships 

26 - 30 September 2007 

EC Tourism Board Celebrations 

26 September 2007 

Extreme Sound Off 

30 September 2007 

EP Triathlon 

30 September 2007 

Spar Ocean Racing Series 

2 October 2007 

SA Automotive Week 

3 - 7 October 2007 

Metro FM Awards 

6 October 2007 

Ocean Racing Series 

7 October 2007 

BWCC Summer Series Ski races 

14 October 2007 

Warriors vs Cape Cobras 

18-21 October 2007 

EP Volleyball League Games 

20 October 2007 

Live Transmission Rugby Finals 

20 October 2007 

Ocean Racing Series 

21 October 2007 

EP vs Western Province 

25 - 28 October 2007 

Nippers Carnival 

28 October 2007 

Ocean Racing Series 

4 November 2007 

BWCC Summer Series 

4 November 2007 

Non-motorized Transport Day 

4 November 2007 

Spar Ocean Racing Series 

4 November 2007 

EP vs Border 

8-11 November 2007 
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NAME OF EVENT 

DATE 

Annual Red Location Museum Soccer 
Tournament 

10 November 2007 

EP Triathlon 

10 November 2007 

BWCC Summer Series 

11 November 2007 

Warriors vs Titans 

15-18 November 2007 

Ocean Racing Series 

18 November 2007 

8th Annual Metro FM Music Awards 

24 November 2007 

ODI SA vs New Zealand 

30 November 2007 

Uitenhage Street Carnival 

30 November - 1 December 2007 

Bay to Bay Challenge 

30 November 2007 

Aguabear Gala 

1-3 December 2007 

Ocean Racing Series 

2 December 2007 

Calypso Cricket Festival 

3 December 2007 

NMBM Libraries Holiday Programme 

4 December - 10 January 2007 

EP U19 vs WP U19 

7-9 December 2007 

BWCC Summer Series 

9 December 2007 

Discovery Mens Health Sur Ski Series 

9 December 2007 

NMB Sevens Rugby Tournament 

14-16 December 2007 

12th Annual Summer Basketball Series 

15 December - 2 January 2008 

KIDDO'S 

15 December - 6 January 2008 

EP Triathlon 

15 December 2007 

Summer Season 

16 December - 5 January 2008 

Opening of the Season 

16 December 2007 
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NAME OF EVENT 

DATE 

SA vs West Indies Pro20 

16 December 2007 

Summer Music Festival - Springs 

16 December 2007 

Ocean Racing Series 

16 December 2007 

Enoch Sontonga 

16 December 2007 

Jazz around the Bay 

19 December - 27 December 

2007 

Carols by Candle 

22 December 2007 

EP Triathlon 

22 December 2007 

SA vs West Indies - 5 day 

26 - 30 December 2007 

Ocean Racing Series 

30 December 2007 

New Years’ Eve Celebrations 

31 December 2007 

Holiday Season Guided Nature Trails 

3 January 2008 

Jazz at Nangoza Jebe Hall 

4 January 2008 

Jazz on the Sguare 

5 January 2008 

BWCC Summer Ski Races 

6 January 2008 

Ocean Racing Series 

6 January 2008 

Holiday Season Guided Nature Trails 

9 January 2008 

Warriors vs Diamond Eagles 

10-13 January 2008 

Spar Ocean Racing Series 

13 January 2008 

BWCC Summer Ski Races 

20 January 2008 

Nipper Carnival 

20 January 2008 

Green Adventures Beach Games 

24 January 2008 

EC Masters Champs 

26 January 2008 
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NAME OF EVENT 

DATE 

ODI SA vs West Indies 

27 January 2008 

Ocean Racing Series 

27 January 2008 

Redhouse River Mile 

January 2008 

Herald Cycle Tour 

February 2008 

Port Elizabeth F1 Powerboat Grand Prix 

2 - 3 February 2008 

Green Adventures Beaches Games 

2 February 2008 

BWCC Summer Ski Races 

3 February 2008 

Warriors vs Diamond Eagles 

6 February 2008 

EP vs KZN 

7-10 February 2008 

Body Concept Road Race 

9 February 2008 

Nippers Carnival 

10 February 2008 

Ocean Racing Series 

10 February 2008 

Bay United Fixtures 2008 

16 February - 22 March 2008 

Warriors vs Dolphins 

17 February 2008 

Warriors vs Titans 

5 March 2008 

BWCC Summer Ski Races 

8 - 9 March 2008 

EP Longboard Surfing 

9 March 2008 

Spar Ocean Racing Series 

9 March 2008 

Umlobo Weneni 10 km Road Race 

15 March 2008 

Despatch Easter Rugby Festival 

21 March 2008 

NASB - PE Easter Soccer Tournament 

21 - 24 March 2008 

King/Oueen of the Bay 

22 March 2008 
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NAME OF EVENT 

DATE 

Sand-sculpting Competition 

23 March 2008 

Vodacom Splash Win a Car 

23 March 2008 

Frontier Events Little Miss Splash and 
Master Adventure Competition 

24 March 2008 

Standard Bank Pro 20 Chevrolet 

Warriors vs Zimbabwe 

25 March 2008 

Beach Clean-up Campaign 

29 March 2008 

Nippers Carnival 

4 - 5 April 2008 

IRONKIDS SA 

12 April 2008 

Ironman Corporate Challenge 

12 April 2008 

Ironman SA 

13 April 2008 

Warriors vs Diamond Eagles 

13 April 2008 

EC 500 National Off-road Race 

16- 19 April 2008 

Beach Clean-up Campaign 

26 April 2008 

Men's Spar Race 

1 May 2008 

Ladies Spar Race 

3 May 2008 

African Bank: 5 km and 10 km race 

10 May 2008 

EP Biathlon 

18 May 2008 

Ocean Racing Series 

16 June 2008 

Dept of T ransport - Driver of the Year 

20 - 21 June 2008 


The Municipality is on target to meet all FIFA 2010 World Cup deadlines in 
terms of its Host City Agreement, including the target for the construction of 
the Nelson Mandela Bay Multi-Purpose Stadium. During 2007/08, 
expressions of interest were invited from prospective applicants for 
appointment as a stadium operator. Prospective operators were shortlisted, 
and the process will be completed during the 2008/09 financial year. The 
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Municipality established six workstreams to enhance the co-ordination of the 
2010 task. These workstreams are: 

• Integrated Infrastructure 

• Safety and Security 

• Legacy and Sustainability 

• Marketing and Communications 

• Information Technology and Telecommunications 

• Finance and Legal 

GENERAL CHALLENGES CONFRONTING THE MUNICIPALITY WITH 
REGARD TO LOCAL ECONOMIC DEVELOPMENT 

The main challenges that confronted the Municipality during the 2007/08 
financial year are reflected below: 

• Poverty and unemployment. 

• Need for a long-term inclusive vision. 

• Effects of globalisation. 

The Municipality will finalise its Integrated Poverty Alleviation Strategy during 
the 2008/09 financial year. It will also intensify the implementation of current 
poverty alleviation programmes and identify more beneficiaries who should 
benefit from the Assistance to the Poor Programme. The Municipality will 
initiate the process of the development of a shared vision to guide our City- 
wide Development Strategy, in terms of which all key stakeholders will identify 
both their needs as well as roles and responsibilities in the development of 
Nelson Mandela Bay over a long period. The Municipality will further review 
its Supply Chain Management Policy to maximise the benefits derived from it 
by historically disadvantaged individuals, which include women, youth and the 
disabled. 
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KPA 2.5 : GOOD GOVERNANCE AND PUBLIC PARTICIPATION 


KEY PERFORMANCE 

ELEMENT 

(KPE) 

KEY PERFORMANCE 
INDICATOR (KPI) 

BASELINE 

TARGET 

2007/08 

ACTUAL 

2007/08 

EXPLANATION OF VARIANCE/ 
COMMENTS 

2.5.1 

Asset 

management 

Completion of a 
comprehensive asset 
register 

- 

Completion of 
asset register 

Asset register 
complete 

The asset register for the 
Municipality is complete. 



Development of an 
Integrated Public 
Participation Strategy and 
Implementation Plan 

- 

Strategy and 
Plan to be 
approved 

A conceptual 
document 
has been 
developed 

The Public Participation Strategy 
and Implementation Plan will be 
in place by February 2009. 

2.5.2 

Public 

participation 

Institutionalisation of 

Ward Committees in the 
Municipality's 
administration and routing 
them to communities 

- 

Programme to 
be in place 

Programme 
in place 




% Ward Committees 
holding meetings in line 
with the agreed timelines 

- 

100% 

50% 


2.5.3 

Special Sector 
Support 

Existence of a 
comprehensive Special 
Sector Development 
Programme 

- 

Programme to 
be in place 

Programme 
in place 





KEY PERFORMANCE 

ELEMENT 

(KPE) 


KEY PERFORMANCE 
INDICATOR (KPI) 


BASELINE 


Completion of a 

2.5.4 Customer Care Customer Care 

Satisfaction Survey 


Councillor Support and 
Welfare Policy 

2.5.5 Councillor Support 


Existence of a Capacity 
Development Programme 
for Councillors 


TARGET 

2007/08 


ACTUAL 

2007/08 


EXPLANATION OF VARIANCE/ 
COMMENTS 





Survey 

completed 

Suggestion 
boxes in 
place and 
fully-fledged 
customer 
care survey 
to be 

undertaken in 
next financial 
year 


Policy to be in 
place and 
approved 

Draft Policy 
in place 

The need for further consultation 
delayed approval. 

Programme to 
be in place and 
approved 

Programme 
in place and 
approved 

Since 4 June 2006 until present, 
various Capacity Development 
Programmes have been 
executed. 
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GOOD GOVERNANCE AND PUBLIC PARTICIPATION PERFORMANCE 
HIGHLIGHTS, CHALLENGES AND REMEDIAL ACTION 

(a) Internal Controls 

(ai) Audit Status 

The Municipality has a functional Audit Committee in place, which meets 
quarterly. The Audit Committee also functions as a Performance Audit 
Committee. The Audit Committee comprises four members. In addition, the 
Municipality has a functional Internal Audit Division in place. The Municipality 
managed to fully complete its 2007/08 Audit Plan. 

The progress of the Municipality with regard to audit opinion is reflected 
below: 


FINANCIAL 

YEAR 

2005/06 

2006/07 

2007/08 

Opinion 

Adverse 

opinion 

Qualified 

opinion 

Unqualified 

opinion 

Qualification 

status 

17 

qualifications 

Qualifications 

reduced from 

17 to 1 

None 


The one remaining qualification for 2006/07 was based on the valuation of 
land which formed part of the Property, Plant and Equipment area. The 
valuation of land was subsequently completed as part of the municipal 
property valuation process, and as a result, the Municipality received an 
unqualified audit opinion from the Auditor-General. 
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(aii) Other internal controls 

In addition to the above, the Municipality annually undertakes risk assessment 
and develops risk management plans, which are implemented and reported 
accordingly. The Municipality also has anti-fraud and anti-corruption 
strategies in place, which are fully implemented. Successful forensic audits in 
identified areas were performed throughout the institution. 

(b) Public participation 

In order to accelerate proactive sustainable and developmentally orientated 
planning as well as integration and co-ordination, IDPs are an important 
component of municipalities. IDPs provide the basis for community 
involvement in municipal planning, implementation, monitoring and evaluation. 
The Nelson Mandela Bay Metropolitan Municipality has established a number 
of structures to ensure that this is realised. The following bodies and 
organisations are consulted by the Municipality in this regard: 

• Ward Committees and Community Development Workers 

• Trade unions and employees 

• Government Departments and Parastatals 

• Non-Governmental Organisations 

• Social Welfare Organisations 

• Community-based Organisations 

• Sectors (youth, women, disabled people, children and aged) 

• Institutions of higher learning 

• Business chambers 

• Civil society 

• All residents of Nelson Mandela Bay, through public meetings and 
other outreach programmes 
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The Municipality has 60 Wards, all with Ward Committees in place. A total of 
394 Ward Committee meetings were held during the 2007/08 financial year. 
A total of 11 500 individuals participated in the Municipality’s aforementioned 
public participation structures and processes. 

During the 2007/08 financial year, the Municipality introduced the Ward-based 
Planning process, in terms of which members of the community are trained as 
co-ordinators in identifying ward priorities, which are subsequently fed into the 
IDP and budgeting processes for implementation. 

GENERAL CHALLENGES CONFRONTING THE MUNICIPALITY WITH 
REGARD TO GOOD GOVERNANCE AND PUBLIC PARTICIPATION 

The areas that have been identified as needing improvement during the 
2007/08 financial year, are reflected below: 

• Need to improve on customer care. 

• Need to improve on public participation and engagements. 

• Need to maintain the unqualified audit opinion. 

With regard to customer care, the following interventions will be implemented 
during the 2008/09 financial year: 

• Undertaking a comprehensive customer care satisfaction survey that 
assesses the level of satisfaction among the public with municipal 
products and services (“As is” assessment). 

• Identifying and evaluating existing customer care products, services 
and initiatives of the NMBMM. 
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• Developing an integrated customer care strategy and system to include 
service level standards and charter, culminating in the design of an 
institutional framework encompassing structures, procedures, 
processes and infrastructure requirements. 

• Developing a corporate complaints management system. 

The public participation programme, approach and process will also be 
reviewed, so as to make these more inclusive and better managed. In 
addition, the Municipality will adopt an integrated Communications Strategy 
during the 2008/09 financial year, aimed at ensuring that all communication 
initiatives by the Municipality are well co-ordinated, integrated and focused. 
This applies to both internal and external communication. 
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CHAPTER 

HUMAN RESOURCES AND OTHER 

3 _ 

ORGANISATIONAL MANAGEMENT 


The Municipality has a total workforce of 6655 employees, of whom 6 417 are 
permanent and 508 temporary staff members. Personnel cost constitutes 30% of 
the Municipality’s total Operating Budget. 

During the 2007/08 financial year, 44 unemployed graduates, 17 bursary students 
and 58 experiential training students received training in various fields. 

Also, 40 unemployed have participated in the Skills Programme. Skills development 
for both employees and residents of Nelson Mandela Bay is critical and in line with 
the IDP. Altogether 41 employees are participating in the water purification, 
reticulation and waste water treatment learnership. Furthermore, 22 employees are 
participating in the Pharmacist Assistants learnership. Altogether 60 unemployed 
residents are participating in the emerging contractor (Vukuphile) learnership. This 
approach maximises human development and capacitates people for both present 
and future employment. 

A total of 1 182 employees received training in the 2007/08 financial year, at a cost 
of R978 448. 


The following table provides a breakdown of training beneficiaries: 


OCCUPATIONAL GROUP 

NUMBER 

Leadership and governance 

269 

Senior officials and managers 

17 

Professionals 

95 

Technicians and associate professionals 

186 

Clerks 

154 

Service workers 

55 

Agricultural and fishery workers 

30 

Craft and related trade workers 

87 

Plant and machine operators and assemblers 

68 

Labourers and related workers 

221 


1 182 
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The Municipality’s Capacity Development and Skills Development Programmes are 
NQF aligned. Currently, 61% of all senior managers are from the designated 
groups. 

The Municipality values stability in the workplace and, through the Labour Forum, all 
labour-related issues are ironed out between the employer components and the 
labour components represented by the trade unions IMATU and SAMWU. 

The following table presents information on the pension funds in existence in 
Nelson Mandela Bay: 



Number 

Council 

contribution % 

Defined benefits 

Defined 

contribution 

SALA 

3 016 

18.07 

1 192 

1 824 

CJRF/CJPF 

2 402 

18 

115 

The rest 

SAMWU 

101 

18 


All 


No future risk, post-retirement has been budgeted for. 

Post-retirement Fund 43 572 230 budgeted annually 

694 671 000 future liability 

The following table provides information on the medical aid schemes in 
operation in the Municipality: 


I The amounts reflect Council’s 
[ monthly portion of contribution. 


LAMAF 

2 496 436 

BONITAS 

2 657 948 

HOSMED 

553 760 

SAMWUMED 

286 347 

KEYHEALTH 

972 806 
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The following table illustrates trends in total personnel expenditure: 



Personnel expenditure 

Operating income 

% 

07/08 

1 101 924 896.00** 

3 640 671 067.00 ** 

30% 

06/07 

1 071 989 048.00 

3 646 221 252.00 * 

29% 

05/06 

962 143 399.00 

3 086 406 967.00 

31% 

04/05 

817,512,342.00 

2,920,504,109.00 

28% 

03/04 

773 807 939.00 

2 763,214,676.00 

28% 


* Excluding Capital Grants and contributions and Housing top structures 

** Personnel expenditure excludes a once-off Pension Fund liquidation payout, while the Operating 
Income excludes a take-on of property, plant and equipment. 


BASIC REMUNERATION AS AT 30 JUNE 2008 

Item Description 

Estimate 

Actual 

Annual Bonus 

49,974,950 

49,634,104 

Basic Remuneration 

586,069,300 

583,151,756 

Temporary Assistance 

35,154,380 

54,661,552 

Provision for Leave Pay 

534,130 

22,815,785 

Outside Waterworks - Allowance 

0 

30,137 

Ward Staff Assistance 

2,390,640 

3,266,580 

Seasonal Staff 

2,421,910 

2,120,443 

Bargaining Council Levy 

211,960 

224,023 

Provision for Vacancies 

75,144,110 

0 

Contractual Staff Appointments - Section 57 

14,038,900 

8,873,885 

Provision for Critical Vacancies(Mayor) 

6,430,130 


Manpower Restructuring 

24,186,950 

15,504,183 

Commutation of Leave 

897,500 

0 

Leave Pay on Retirement 

884,250 

0 

Contractual Staff Appointments - Other 

18,198,410 

18,125,087 

Cost of Living Allowance - Pensioners 

3,850 


First Aid Allowance 

40,720 

23,406 

Group Life Insurance 

5,060,010 

5,140,774 

Locomotion - Fixed 

38,486,780 

37,964,030 

Medical Aid Contributions 

74,650,950 

57,132,111 

Mess Allowance 

0 

293 

Pension Fund Contributions 

95,693,860 

103,785,833 

Shift Allowance 

2,351,590 

39,316 

Standby Allowance 

3,770,760 

4,055,866 

U.I.F. and Workmen's Compensation Contributions 

8,151,070 

6,679,650 

Cashiers' Allowances 

21,000 

22,970 

Education Fees 

251,000 

523,692 

Entertainment Allowance 

1,400 

1,400 

Pension and Lump Sum Payments 

16,157,020 

0 

Special Transport Allowance 

14,820 

14,123 

Skills Development Levy 

8,778,270 

7,668,696 

Uniforms and Clothing 

5,639,360 

749,465 

Night Work Allowance 

1,225,240 

2,203,285 
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BASIC REMUNERATION AS AT 30 JUNE 2008 

Item Description 

Estimate 

Actual 

Telephone Allowance 

69,940 

52,773 

Interest on Personnel Loans 

41,280 

99,494 

Entertainment Allowance 

8,050 

8,050 

Risk Allowance 

220,760 

210,010 

Shift Amount Allowance 

404,060 

3,647,249 

Professional Allowance 

26,080 

-56,381 

Less met from: Post-retirement Benefits Provision 

-31,035,610 

0 

Post-Retirement Benefits Provision 

43,572,230 

13,481,382 

Sundry Allowances 

5,510 


Gratuities Provision 

0 

2,464,326 

Less: Gratuties Funded from Reserve 

-110,250 

0 

Less : Met from Personnel Benefits Reserve 

-1,762,830 

0 

Pension Fund Liquidation 

0 

162,482,011 

Flousing Subsidy 

8,426,140 

11,905,836 

Overtime 

35,889,850 

55,434,354 

Overtime (IVR) 

35,060 


Incentive Bonus 

11,952,280 

11,525,117 

Performance Bonus - Section 57 

0 

1,317,250 

Long Service Bonus 

18,046,220 

13,525,703 

Long Service Awards 

0 

3,897,288 


1,162,623,990 

1,264,406,907 
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CHAPTER 

GRANTS AND ASSESSMENT OF 

4 

ARREARS 


4.1 QUARTERLY INFORMATION ON GRANTS (2007/08 FINANCIAL YEAR) 


DISCLOSURES OF GRANTS AND SUBSIDIES IN TERMS OF SECTION 123 OF MFMA, 56 OF 2003 FOR THE YEAR ENDED 30 JUNE 2008 


Name of Grants 

Name 

of 

Organ 
of State 

Quarterly Receipts 


Quarterly Expenditure 



July-Sept 

Oct-Dec 

Jan- Mar 

April-June 

Total 

Funds 

Received 

Juiy-Sept 

Oct-Dec 

Jan- Mar 

Aprii-June 

Totai Spent 

Financial Management 

Grant 

NT 

500,000 

0 

0 

0 

500,000 

216,766 

144,734 

114,384 

282,923 

758,807 

National Electrification 
Programme 

DME 

8,777,000 

0 

4,480,000 

2,400,000 

15,657,000 

3,869,570 

5,593,553 

4,370,805 

2,988,325 

16,822,253 

Municipal Infrastructure 

Grant 

DPLG 

0 

62,300,000 

90,450,230 

0 

152,750,230 

8,082,106 

22,601,466 

46,607,965 

37,265,338 

114,556,875 

Restructuring Grant 

NT 

20,000,000 

0 

80,000,000 

0 

100,000,000 

11,350,228 

32,569,851 

15,625,180 

20,379,837 

79,925,096 

Equitable Share (excluding 
MURP ) 

DPLG 

91,606,632 

68,704,974 

114,508,290 

0 

274,819,896 

42,134,075 

64,535,146 

26,201,178 

141,949,497 

274,819,896 

RSC Levies Replacement 
Grant 

DPLG 

93,941,033 

70,455,775 

117,426,291 

0 

281,823,099 

52,128,316 

40,177,519 

46,953,991 

123,778,476 

263,038,302 

Effective Disaster 
Management 

DPLG 

1,500,000 

0 

0 

0 

1,500,000 

249,874 

418,948 

113,107 

642,831 

1,424,760 

MSIG - Project Consolidate 

DPLG 

0 

0 

0 

0 

0 

1,012,764 

1,392,630 

827,023 

443,339 

3,675,756 

World Cup Soccer 
(Construction of Stadia) 

NT 

76,925,891 

254,562,408 

221,407,597 

177,600,000 

730,495,896 

62,644,044 

234,324,955 

131,961,123 

369,362,934 

798,293,056 

World Cup Soccer 
(Transport or PTIF) 

NT 

33,000,000 

33,000,000 

66,000,000 

0 

132,000,000 

8,100,816 

19,544,487 

15,134,636 

33,103,036 

75,882,975 

Motherwell Urban Renewal 
Programme 

DPLG 

5,589,402 

4,192,051 

6,986,752 

0 

16,768,205 

3,375,400 

4,305,136 

2,076,583 

806,210 

10,563,329 
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4.2 ASSESSMENT OF ARREARS 

The Council’s revenue collection rate has showed a marked improvement in 
recent years: 



FINANCIAL YEAR 

COLLECTION RATE 

(PERCENTAGE) 

2002/03 

89% 

2003/04 

92% 

2004/05 

95% 

2005/06 

96% 

2006/07 

97% 

2007/08 

98% 


The increasing revenue collection rates are attributable to the introduction of the 
following interventions: 

• The monitoring of Councillors and employees’ municipal accounts, 
including the automatic deduction for arrears via the Municipality’s 
payroll system. 

• Deduction of a predetermined percentage from pre-paid electricity 
purchases to cover arrears for other services. 

• The conversion of consumers to pre-paid metering systems. 
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• Alternative methods of purchasing pre-paid electricity other than from 
pre-paid vendors, namely via cellular telephones (SMS) (if registered on 
Interactive Voice Response System - IVR). 

• Settlement of arrears or making appropriate arrangements by service 
providers prior to submission of tenders. 

• Improved marketing and communication of the various payment methods 
that are available to the general public, i.e. stop orders, debit orders, EFT 
bank transfers, telephonic payments (if registered on Interactive Voice 
Response System (IVR)), etc. 

• Strict enforcement of Council’s Debt Collection and Suspension of 
Services Policy. 

• The review and amendment of the Assistance to the Poor Policy (ATTP) 
to provide further financial relief to indigent households. 

• The Assistance to the Poor Outreach Campaign has added more 
registered indigent households to Council’s database. 

Despite various efforts by Council to collect all service charges, there are still 
debts that cannot be recovered. The write-off of irrecoverable debts is covered 
by the provision for doubtful debts. The provision for doubtful debts decreased 
to R565 million as at 30 June 2008, compared to R602 million as at 
30 June 2007. 

The reduction in the doubtful debts provision is in line with the reduction in total 
outstanding debtors’ accounts to R1.186 billion as at 30 June 2008, compared 
to R1.193 billion as at 30 June 2007. 

The provision for doubtful debts (approximately 48% of total outstanding 
debtors) is considered to be adequate to cover uncollectable debts. 
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REPORT OF THE AUDITOR-GENERAL TO THE EASTERN CAPE 
PROVINCIAL LEGISLATURE AND THE COUNCIL ON THE FINANCIAL 
STATEMENTS AND PERFORMANCE INFORMATION OF THE NELSON 
MANDELA BAY METROPOLITAN MUNICIPALITY FOR THE YEAR 
ENDED 30 JUNE 2008 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1. I have audited the accompanying financial statements of the Nelson 
Mandela Bay Metropolitan Municipality which comprise the statement of 
financial position as at 30 June 2008, statement of financial performance, 
statement of changes in net assets and cash flow statement for the year 
then ended, and a summary of significant accounting policies and other 
explanatory notes, as set out on pages 130 to 269. 

Responsibility of the accounting officer for the financial statements 

2. The accounting officer is responsible for the preparation and fair 
presentation of these financial statements in accordance with the basis of 
accounting determined by the National Treasury, as set out in accounting 
policy note 1 and in the manner required by the Local Government: 
Municipal Finance Management Act, 2003 (Act No. 56 of 2003) (MFMA) 
and the Division of Revenue Act, 2007 (Act No. 1 of 2007 (DoRA). This 
responsibility includes: 

• designing, implementing and maintaining internal control relevant to the 
preparation and fair presentation of financial statements that are free 
from material misstatement, whether due to fraud or error 

• selecting and applying appropriate accounting policies 

• making accounting estimates that are reasonable in the circumstances. 

Responsibility of the Auditor-General 

3. As required by section 188 of the Constitution of the Republic of South 
Africa, 1996 read with section 4 of the Public Audit Act, 2004 (Act No. 25 
of 2004) (PAA), my responsibility is to express an opinion on these 
financial statements based on my audit. 

4. I conducted my audit in accordance with the International Standards on 
Auditing and General Notice 616 of 2008, issued in Government Gazette 
No. 31057 of 15 May 2008. Those standards require that I comply with 
ethical requirements and plan and perform the audit to obtain reasonable 
assurance on whether the financial statements are free from material 
misstatement. 
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5. An audit involves performing procedures to obtain audit evidence about 
the amounts and disclosures in the financial statements. The procedures 
selected depend on the auditor’s judgement, including the assessment of 
the risks of material misstatement of the financial statements, whether 
due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair 
presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. 

6. An audit also includes evaluating the: 

• appropriateness of accounting policies used 

• reasonableness of accounting estimates made by management 

• overall presentation of the financial statements. 

7. Paragraph 11 et seq. of the Statement of Generally Recognised 
Accounting Practice, GRAP 1 Presentation of Financial Statements 
requires that financial reporting by entities shall provide information on 
whether resources were obtained and used in accordance with the legally 
adopted budget. As the budget reporting standard is not effective for this 
financial year, I have determined that my audit of any disclosures made 
by the Nelson Mandela Bay Metropolitan Municipality in this respect will 
be limited to reporting on non-compliance with this disclosure 
requirement. 

8. I believe that the audit evidence I have obtained is sufficient and 
appropriate to provide a basis for my audit opinion. 

Basis of accounting 

9. The municipality’s policy is to prepare financial statements on the basis of 
accounting determined by the National Treasury, as set out in accounting 
policy note 1. 

Opinion 

In my opinion the financial statements present fairly, in all material respects, 
the financial position of the Nelson Mandela Bay Metropolitan Municipality as 
at 30 June 2008 and its financial performance and cash flows for the year 
then ended, in accordance with the basis of accounting determined by the 
National Treasury, as set out in accounting policy note 1 and in the manner 
required by the MFMA and the DoRA. 

OTHER MATTER(S) 

Without qualifying my audit opinion, I draw attention to the following matters 
that relate to my responsibilities in the audit of the financial statements: 




98 


Non-compliance with applicable legislation 

10. Certain suppliers were not paid within 30 days of receiving the relevant 
invoice or statement as required by section 65(2)(e) of the MFMA. 

11. The municipality used a lower rate than the official interest rate to 
calculate the fringe benefit on motor vehicle loans as required by 
paragraph 11(1) of the Seventh Schedule of the Income Tax Act, 1962 
(Act No. 58 of 1962 (as amended). 

Matters of governance 

12. The MFMA gives the accounting officer a number of responsibilities 
concerning financial and risk management and internal control. 
Fundamental to achieving this is the implementation of certain key 
governance responsibilities, which I have assessed as follows: 


Matters of governance 

Yes 

No 

Audit committee 



• The municipality had an audit committee in operation 
throughout the financial year. 

X 


• The audit committee operates in accordance with approved, 
written terms of reference. 

X 


• The audit committee substantially fulfilled its responsibilities 
for the year, as set out in section 166(2) of the MFMA. 

X* 


Internal audit 



• The municipality had an internal audit function in operation 
throughout the financial year. 

X 


• The internal audit function operates in terms of an approved 
internal audit plan. 

X 


• The internal audit function substantially fulfilled its 
responsibilities for the year, as set out in section 165(2) of 
the MFMA. 

X* 


Other matters of governance 



• The annual financial statements were submitted for audit as 
per the legislated deadlines in section 126 of the MFMA. 

X 


• The annual report was submitted to the auditor for 
consideration prior to the date of the auditor’s report. 

X 


• The financial statements submitted for audit were not 
subject to any material amendments resulting from the 
audit. 


X 
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Matters of governance 

Yes ] 

No 

• No significant difficulties were experienced during the audit 
concerning delays or the availability of expected information 
and the availability of senior management. 

X 


• The prior year's external audit recommendations in the 
management report have been substantially implemented. 


X 

Implementation of Standards of Generally Recognised 
Accounting Practice (GRAP) 



• The municipality submitted an implementation plan, 
detailing progress towards full compliance with GRAP, to 
the National Treasury and the relevant provincial treasury 
before 30 October 2007. 

X 


• The municipality substantially complied with the 
implementation plan it submitted to the National Treasury 
and the relevant provincial treasury before 30 October 
2007, detailing its progress towards full compliance with 
GRAP. 

X 


• The municipality submitted an implementation plan, 
detailing further progress towards full compliance with 
GRAP, to the National Treasury and the relevant provincial 
treasury before 31 March 2008. 

X 



X* - Items to be read together with findings (performance information) 

Unaudited supplementary schedules 

13. The supplementary information set out on pages 270 to 278 do not form 
part of the financial statements and is presented as additional information. 
I have not audited these schedules and accordingly I do not express an 
opinion thereon. 

OTHER REPORTING RESPONSIBILITIES 

REPORT ON PERFORMANCE INFORMATION 

14. 1 was engaged to review the performance information. 

Responsibility of the accounting officer for the performance information 

15. In terms of section 121(3)(c) of the MFMA, the annual report of a 
municipality must include the annual performance report of the 
municipality prepared by the municipality in terms of section 46 of the 
Local Government: Municipal Systems Act, 2000 (Act No. 32 of 2000) 
(MSA). 
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Responsibility of the Auditor-General 

16.1 conducted my engagement in accordance with section 13 of the PAA 
read with General Notice 616 of 2008, issued in Government Gazette No. 
31057 of 15 May 2008 and section 45 of the MSA. 

17. In terms of the foregoing my engagement included performing procedures 
of an audit nature to obtain sufficient appropriate evidence about the 
performance information and related systems, processes and procedures. 
The procedures selected depend on the auditor’s judgement. 

18.1 believe that the evidence I have obtained is sufficient and appropriate to 
provide a basis for the audit findings reported below. 

Audit findings (performance information) 

Non-compliance with regulatory requirements 

19. In terms of General Notice 616 of 2008, issued in Government Gazette 
No. 31057 of 15 May 2008, the performance information had to be 
submitted on 31 August 2008 for audit purposes. The performance 
information was submitted on 24 October 2008. 

20. The internal auditors of the Nelson Mandela Bay Metropolitan Municipality 
did not audit the performance measurements on a continuous basis and 
did not submit quarterly reports on their audits to the municipal manager 
and the audit committee as required by regulation 14(1 )(c) of Local 
Government: Municipal Planning and Performance Management 
Regulations, 2001 (published under GN R796 in GG22605 of 24 August 
2001 ). 

Other observations 

21. Only 1 055 low-cost houses were built during the year under review, 
versus a target of 8 000 units. As reported in prior years, the municipality 
did not enforce the penalty clause contained in the housing contracts in 
an effort to expedite the delivery of low-cost houses. 

22. Water unaccounted for amounted to 21 770 kilolitres (24%) for the year. 
This matter was also reported in prior audit reports and was a matter of 
concern to the Oversight Committee. Although management designed an 
action plan to rectify the situation, the level of unaccounted water has 
remained relatively high over the last three financial years. 



2007-08 

2006-07 

2005-06 

Kilolitres 

unaccounted for 

21770 

20610 

22840 

% 

24.18% 

24.35 

28.5% 
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OTHER REPORTS 
Investigations 

In addition to the investigations into unauthorised, irregular, fruitless and 
wasteful expenditure as disclosed in note 43 to the annual financial 
statements, the following investigations have not been finalised at the 
reporting date: 

23. An investigation was conducted by an independent consulting firm on 
request of the municipality based on allegations of corruption and 
payments made to contractors for substandard houses. Further 
investigations are being conducted by the South African Police Services. 
(Case number: Humewood CAS 268/08/2008). 

24. An investigation is currently being conducted by an independent consulting 
firm, based on allegations of irregularities in the creditors department 
subsequent to year-end. 

APPRECIATION 

25. The assistance rendered by the staff of the Nelson Mandela Bay 
Metropolitan Municipality during the audit is sincerely appreciated. 


Pretoria 

29 November 2008 



AUDITOR-GENERAL 
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RESPONSE TO THE AUDIT REPORT ON THE FINANCIAL STATEMENTS 
AND PERFORMANCE INFORMATION FOR THE YEAR ENDED 30 JUNE 
2008 

INTRODUCTION 

In accordance with the Public Audit Act, No. 25 of 2004, Council has to 
consider the audit report within one month after its first sitting after the audit 
report has been submitted by the Auditor-General. 

Detailed below are the responses, with reference to the paragraph numbering 
in the audit report: 

OTHER MATTERS 

Non-compliance with Applicable Legislation 

10. The necessary policies and procedures are being implemented so as to 
ensure that all suppliers are paid within 30 days of receipt of the relevant 
invoice or statement. Supplier statements are monitored electronically to 
ensure that payments are made within the stipulated timeframes. 
Various reporting mechanisms have been implemented to detect 
bottlenecks in the payment process. 

11. Due care will be exercised to ensure that the payroll system is updated 
timeously with the ruling prescribed interest rate. The required 
adjustments were effected on the payroll system in October 2008, in 
respect of the 2007 and 2008 years of assessment. 

Matters of Governance 

12. The comments are noted. 
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OTHER REPORTING RESPONSIBILITIES 

Report on Performance Information (Audit findings) 

Non-compliance with regulatory requirements 

19 . With effect from the 2008/09 financial year, the performance information 
will be submitted within the legislated timeframes. 

20 . With effect from the 2008/09 financial year, the Internal Audit 
Subdirectorate will undertake the required audit of performance 
measurements and submit quarterly reports to the Municipal Manager 
and the Audit Committee. 

Other Observations 

21 . The comments are noted. The Housing Turnaround Strategy is currently 
being implemented to address housing delivery challenges. Monitoring 
systems and controls have been instituted to improve housing delivery. 
The appointment of a Lead Contracts Manager and Project Supervisors 
will also contribute towards improved project management and mitigation 
of associated project risks. 

22 . The comments are noted. In accordance with the action plan, the 
following actions are being implemented to minimise unaccounted for 
water, such as the replacement of old domestic and industrial meters, 
the metering of communal taps, etc. 

A technical team, consisting of representatives of the Budget and 
Treasury, Housing and Land and Infrastructure and Engineering 
Directorates, meet on a monthly basis to assess the progress with regard 
to the implementation of the actions contained in the Action Plan. This 
team in turn reports to a Task Team, consisting of representatives of the 
aforementioned Directorates. 

The Task Team is responsible for the overall monitoring of the Action 
Plan and reporting to the relevant Standing Committees. 






106 


NELSON MANDELA BAY METROPOLITAN MUNICIPALITY - ANNUAL 
REPORT OF THE AUDIT COMMITTEE FOR THE FINANCIAL YEAR 
ENDED 30 JUNE 2008 

INTRODUCTION 

The Audit Committee presents its report for the year ended 30 June 2008 in 
terms of its responsibilities and duties. 

AUDIT COMMITTEE MEMBERS AND ATTENDANCE 

The Audit Committee has adopted appropriate formal terms of reference and 
consisted of the three independent, external members as listed below. 

The Audit Committee meets at least four times per annum as per its approved 
terms of reference, although additional special meetings may be called as the 
need arises. 

During the 2007/2008 year four meetings were held. 

Name of member No. of meetings attended 

SG Zamisa (Chair) 4 

Prof. D Rosenberg 4 

Ms R Shaw 4 

AUDIT COMMITTEE RESPONSIBILITIES 

The Audit Committee reports that it has complied, as far as possible, with its 
responsibilities as set out in its Council approved terms of reference. 
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REVIEW OF THE ANNUAL FINANCIAL STATEMENTS 

The Audit Committee has noted the unqualified opinion expressed by the 
Auditor-General in his report on the Annual Financial Statements and 
commends management with regard to the preparation and presentation of 
these financial statements for the year under review. 

The Auditor-General, without qualifying his opinion, pointed out the following 
matters as set out below: 

Non-compliance with applicable legislation 

This relates to certain suppliers not being paid within 30 days of receiving the 
relevant invoice or statement as required by Section 65(2) (e) of the MFMA. 

The Municipality used a lower rate than the official interest rate to calculate 
the fringe benefit on motor vehicle loans, as required by Paragraph 11(1) of 
the Seventh Schedule of the Income Tax Act, 1962 (Act No. 58 of 1962 (as 
amended)). 

The Audit Committee expressed its concern about these non-compliances 
and advised Management to take firm steps to address these matters before 
they present a risk of qualification to the Annual Financial Statements of the 
Nelson Mandela Bay Metropolitan Municipality. 

Matters of Governance 

The MFMA imposes a number of responsibilities on the accounting officer 
concerning financial and risk management, and internal control. Fundamental 
to achieving this is the implementation of certain key governance 
responsibilities. 
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The following key governance responsibilities were assessed by the Auditor- 
General: 

• Audit Committee 

• Internal Audit 

• Other matters of governance 

• Implementation of Standards of Generally Recognised Accounting 
Practice (GRAP) 

The Audit Committee has taken note of the satisfactory and overwhelmingly 
favourable assessment of these governance responsibilities of the Nelson 
Mandela Bay Metropolitan Municipality and trust that these governance 
practices will continue into the next financial year. 

The other matters raised in the remainder of the report have been noted by 
the Committee. 

The Committee has: 

• Reviewed the audited financial statements 

• Reviewed management responses to the management letters of the 
Auditor-General 

• Concluded that the going-concern premise is appropriate in preparing 
the annual financial statements 

RISK ASSESSMENT AND MANAGEMENT 

The Committee has been encouraged by efforts and commitment of 
management in putting in place effective strategies and plans for risk 
assessment and management by all its directorates. This management 
responsibility will continue to be monitored on an ongoing basis by the 
Committee. 
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Fraud Prevention and Related Policies 

The Committee has taken special note of efforts by the Internal Audit function 
in exposing potential and real fraud cases within municipal directorates and 
assisting management in dealing effectively with such incidents. Policies and 
plans are in place to ensure the continued effective management of risk and 
minimisation of fraud within the Municipality. 

Performance Management 

The Committee has taken note of the findings of the Auditor-General on 
performance information during the year under review. 

The issue of compliance with all regulatory requirements on performance 
information and management will be monitored closely by the Committee. 

2010 Stadium Project 

The Audit Committee has noted with deep concern the failure by the 
Municipality to take out forward cover for the 2010 project in time, resulting in 
a significant financial loss to the Municipality. The Audit Committee expects 
the Municipality to take all the necessary actions to avoid such losses on 
future projects. 

CONCLUSION 

The Audit Committee accepts the conclusions of the Auditor-General on the 
Annual Financial Statements for the year ended 30 June 2008 and 
recommends that the audited annual financial statements be adopted by the 
Council. 

SG Zamisa 
Chairman 

January 2009 
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“A4” 


REPORT ON THE FINANCIAL 
STATEMENTS FOR THE 
FINANCIAL YEAR 
1 JULY 2007 TO 30 JUNE 2008 



Ill 

1. INTRODUCTION 

It is my privilege to present the report on the financial results of the Nelson 
Mandela Bay Metropolitan Municipality for the financial year ended 30 June 
2008. 

The Municipality, being classified as high capacity, is required to implement 
Generally Recognised Accounting Practices (GRAP). Accordingly, the financial 
statements for the year ended 30 June 2008 have been prepared in the GRAP 
format, whilst complying with the exemptions to the Accounting Standards as 
indicated in Government Gazette No. 30013. 

The report firstly deals with Key Financial Ratios, Capital Expenditure, the overall 
Operating Results and the Statement of Financial Position. It concludes with a 
brief summary of the overall results. 

1.1 PERFORMANCE OVERVIEW 


Below is a brief performance overview comparing the financial results with the 
financial targets: 



2007/08 

2006/07 


Operational Performance 

Actual 

Actual 

Target 

Actual operating expenditure to budget 

99,8% 

112,5% 

99% 

Actual operating income to budget 

91 ,7% 

115,0% 

99% 

Capital spending to budget 

98,7% 

87,6% 

95% 

Personnel costs to income 

30,2% 

29,4% 

30% 

Repairs and maintenance as % of total 
operating expenditure 

9,4% 

8,7% 

9% 

Debt servicing costs to annual operating 
income 

1,7% 

1 ,8% 

12% 

Net debtors to annual operating income 

17,1% 

16,6% 

15% 

Loan debt to income ratio 

12,1% 

7,8% 

12% 
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2007/08 2006/07 


Liquidity 

Actual 

Actual 

Target 

Debtors collection period (days) 

181 

199 

55 

Debtors collection rate 

98,6% 

97% 

98% 

Creditors turnover (days) from receipt 
of invoice 

27 

55 

30 


1.2 KEY FINANCIAL RATIOS 

This section highlights certain significant ratios relevant to the Statement of 
Financial Performance and the Statement of Financial Position. 

1.3 STATEMENT OF FINANCIAL PERFORMANCE 

2007108 2006107 

1.3.1 Personnel Costs to Income 30,2% 29,4% 

Personnel costs to income express this category of expenditure as a percentage 
of total income. It reflects the expenditure trends relative to the previous year and 
indicates whether the control exercised over this expenditure category is 
reflected in the final results. It is to be noted that the actual personnel costs were 
influenced by a “once-off payment made in lieu of the liquidation of the PEM 
Pension Fund. 

1.4 STATEMENT OF FINANCIAL POSITION 

The ratios in this section reflect that the Municipality is financially strong and well 
managed. 

2007108 2006107 

1.4.1 Turnover Rate of Consumer Debtors (days) 181 199 

This ratio measures the efficiency with which the Municipality collects its 
outstanding debt and converts it back into cash. 

More efficient collection of outstanding debtors has resulted in a reduction in this 
ratio. 




2007108 


2006107 
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1.4.2 Consumer Deposits in reiation to 

Consumer Debtors (in days) 29,0 26,5 

Consumer deposits are kept as a security against non-payment by debtors. This 
ratio reflects how many days of outstanding consumer debtors are covered by 
cash held as deposits. 

The year-on-year position shows an improvement, with 29 days of outstanding 
debtors being covered by security deposits. 

2. CAPITAL EXPENDITURE AND CAPITAL FINANCING 

2.1 Capital Expenditure^ 

Capital expenditure incurred during the 2007/08 financial year, compared with 
the adjusted budget, is as follows: 



Adjusted 

Actual 

Variance with 

Directorate 

Budget 

Expenditure 

Adjusted 

Budget 

{over/(under)} 


R 

R 

R 

Infrastructure & Engineering 

560 299 390 

566 056 818 

5 757 428 

Housing & Land 

20 021 840 

14 079 408 

(5 942 432) 

Economic Development & Recreational Services 

75 418 820 

75 729 026 

310 206 

Safety & Security 

35 351 320 

34 301 393 

(1 049 927) 

Corporate Services 

52 815 590 

48 892 830 

(3 922 760) 

Budget & Treasury 

84 586 840 

84 576 549 

(10 291) 

Public Health 

59 167 710 

56 544 493 

(2 623 217) 

Electricity & Energy 

229 038 800 

227 425 483 

(1 613 317) 

Office of the Executive Mayor 

1 1 550 060 

304 016 

(11 251 043) 

2010 FIFA World Cup Stadium 

790 520 000 

787 199 565 

(3 320 435) 

Special Projects and Programmes 

3 420 020 

1 434 749 

(1 985 271) 


1 922 195 390 

1 896 544 330 

(25 651 060) 


It should be noted that compared to the 2007/08 adjusted Capital Budget, the 
actual expenditure constituted 98,7% of the adjusted budget. 


^ Capital expenditure is regarded as any expenditure incurred or incidental to the 
acquisition or improvement of land, buildings, engineering structures and machinery and 
equipment. This expenditure normally confers a lasting benefit and results in the 
acquisition of, or extends the life of a fixed asset or long-term work. It includes vehicles, 
office furniture and equipment, but would exclude minor items that are generally regarded 
as being expendable even though in some instances their useful lives may extend beyond 
one year. 
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The main reasons for variations compared to the adjusted budget in respect of 

Directorates that did not achieve a 95% spending rate are the following: 

2.1.1 Housing and Land 
(over/(under)) 


• Land Acquisition 

(R4 180 848) 

As negotiations with the relevant property 
owners were not concluded by year-end, the 
relevant erven could not be acquired. 

fR4 180 848) 

2.1.2 Office of the Executive Mayor 
(over/(under)) 


• Mayoral Special Projects 

(R11 251 043) 

The original budget allocation amounted to R40 
million, of which an amount of R11,3 million 
remained unspent. An amount of R28,7 million 
was allocated to various sports related 
infrastructure. 


2.1.3 Special Projects and Programmes 


• Office facilities for the Motherwell Urban Renewal Programme 
(MURP) and Ward Councillors’ local offices (WCLOs) 
in Motherwell 

(R1 399 212) 

The initial scope of the project was completed, 
but cost estimates exceeded the available 
budget. The scope of the project is currently 
being re-assessed. 


• Helenvale Development 

Due to the late appointment of a project 
manager, implementation of the project was 
delayed. 

(R586 059) 

(Rl 985 271) 

2.1.4 Corporate Services 


• Human Resources (HR) System 

(R771 370) 
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A detailed investigation was undertaken to 
determine the technical requirements for the 
system, which delayed implementation of the 
project and resulted in the budget allocation not 
being fully spent. 


• Air-conditioning of buildings 

(R402 070) 

The initial scope of the project was completed, 
but cost estimates exceeded the available 
budget. The scope of the project is currently 
being re-assessed. 



tR1 589 130t 

2.2 Capital Financing 


The 2007/08 Capital Expenditure was financed as follows: 


Capital Replacement Reserve (CRR) 

432 304 842 

Levies Replacement Grant 

172 625 619 

External Finance Fund 

100 709 687 

Restructuring Grant 

75 712 880 

European Union Funding 

1 714 067 

Equitable Share 

24 757 645 

Grants and Subsidies - National Government 

890 800 248 

Grants and Subsidies - Provincial Government 

49 626 079 

Provincial Housing Board Subsidies 

2 023 876 

Housing Revolving Fund 

499 897 

Contributions from Current Income 

403 454 

Public Contributions 

25 783 102 

Municipal Infrastructure Grant 

95 492 701 

Department of Minerals and Energy 

24 090 233 

TOTAL 

R 1 896 544 330 

3. OPERATING RESULTS 


The summarised operating results as at 30 June 2008 are as follows: 
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2007 


2008 

2007 to 2008 


Actual 

Actual 

Budget 

Variance Growth 


R 

R 

R 

R 1 

1 

REVENUE 

Property rates 

533 190 365 

587 886 646 

607 878 660 

19 992 014 

10% 

Service Charges 

1 653 138 228 

1 795 795 795 

1 777 599 780 

-18 196 015 

9% 

Interest earned - external investments 

141 706 243 

183 781 377 

128 293 700 

-55 487 677 

30% 

Interest earned - outstanding debtors 

77 367 970 

89 638 612 

62 005 230 

-27 633 382 

16% 

Fines 

17 368 619 

19 433 557 

32 825 840 

13 392 283 

12% 

Licences and Permits 

6 409 122 

7 141 521 

6 762 390 

-379 131 

11% 

Government Grants and Subsidies 

884 070 764 

760 337 059 

2 315 537 510 

1 555 200 451 

-14% 

Rental of facilities and equipment 

14 046 247 

12 952 898 

13 899 730 

946 832 

-8% 

Income for agency services 

1 201 315 

1 092 774 

1 028 200 

-64 574 

-9% 

Other Income 

299 197 472 

186 484 726 

198 329 670 

1 1 844 944 

-38% 

Gains on the disposal of property, plant and equipment 

593 785 

482 231 

22 020 

-460 211 

-19% 

Contributions: Other 

• 


872 160 

872 160 



3 628 290 130 

3 645 027 196 

5 145 054 890 

1 500 027 694 

0% 

EXPENDITURE 

Employee related costs 

1 497 257 672 

1 264 406 907 

1 162 623 990 

-101 782 917 

-16% 

Remuneration of Councillors 

35 335 941 

37 824 627 

42 118450 

4 293 823 

7% 

Bad debts 

41 631 821 

60 820 880 

2 028 890 

-58 791 990 

46% 

Collection costs 

2 061 166 

2 234 944 

2 885 880 

650 936 

8% 

Contracted services 

64 061 736 

78 206 801 

68 888 540 

-9 318 261 

22% 

Depreciation 

266 587 719 

283 294 864 

254 222 820 

-29 072 044 

6% 

Repairs and Maintenance 

307 598 579 

330 013 395 

302 406 110 

-27 607 285 

7% 

Interest paid 

63 264 464 

65 070 931 

34 566 320 

-30 504 611 

3% 

Bulk purchases 

663 871 640 

719 787 933 

726 478 390 

6 690 457 

8% 

Grants and subsidies paid 

43 899 815 

56 253 937 

15 737 390 

-40 516 547 

28% 

General Expenses 

545 326 417 

559 924 337 

897 482 940 

337 558 603 

3% 

Contributions To/{From) Provisions 

- 

- 

1 635 615 170 

1 635 615 170 


Loss on disposal of Property, Plant and Equipment 

17 148 856 

44 881 698 

- 

-44 881 698 

162% 

Total Expenditure 

3 548 045 826 

3 502 721 254 

5 145 054 890 

1 642 333 636 

-1% 

Surplus for the Year 

80 244 304 

142 305 942 

- 



The 2007/08 increase in actual revenue amounted to 0.5% compared to 2006/07, 


whilst expenditure decreased 

t 1% compared to 2006/07. The 

reasons for 


these variances are discussed in Section 3.3 of the report. 




3.1 OPERATING EXPENDITURE 





Analysis of Council’s operating expenditure is as follows: 








%Of 




R 

Total Expenditure 


Employee related costs 


1 264 406 907 

36.1% 


Remuneration of Councillors 


37 824 627 

1.1% 


Bad debts 


60 820 880 

1 .7% 


Collection costs 


2 234 944 

0.1% 


Contracted services 


78 206 801 

2.2% 


Depreciation 


283 294 864 

8.1% 


Repairs and maintenance 


330 013 395 

9.4% 


Interest paid 


65 070 931 

1 .9% 


Bulk purchases 


719 787 933 

20.5% 


Grants and subsidies paid 


56 253 937 

1 .6% 


General expenses 


559 924 336 

16.0% 


Loss on disposal of property, plant and 






equipment 


44 881 698 

1 .3% 


Total Expenditure 


R3 502 721 254 

100.00% 
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The expenditure analysis is reflected in the following graph: 


OPERATING EXPENDITURE 2007/08 


Contracted services, 
2 . 2 % 

Depreciation, 8.1% 


Repairs and Maint., 
9.4% 


Generai Expenses, 
16.0% 


Other, 7.7% 



Empi.reiated costs, 
36.1% 


Buik purchases, 
20.5% 


Expenditure, such as personnel costs, purchase of power and water, general 
expenses and repairs and maintenance in respect of which Council has limited 
capacity to adjust in the short term, account for approximately 82% of operating 
expenditure. This leaves limited scope for variation of other expenditure 
categories. 

3.2 OPERATING REVENUE 


The following is a breakdown of Council’s operating revenue represented by the 


respective revenue categories: 


2008 

R 


% of Total 
Revenue 


REVENUE 


Property rates 

587 886 646 

16.13% 

Service charges 

1 795 795 795 

49.27% 

Interest earned - external investments 

183 781 377 

5.04% 

Interest earned - outstanding debtors 

89 638 612 

2.46% 

Fines 

19 433 557 

0.53% 

Licences and permits 

7 141 521 

0.20% 

Government grants and subsidies 

760 337 059 

20.86% 

Rental of facilities and equipment 

12 952 898 

0.36% 

Income for agency services 

1 092 774 

0.03% 

Other Income 

186 484 726 

5.11% 

Gains on the disp. of prop., plant and equip. 

482 231 

0.01% 


3 645 027 195 100.00% 


Total Revenue 
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The above breakdown is displayed in the following graph: 


OPERATING REVENUE 2007/08 


Other Income 
8 . 7 % 


Property rates 
16 . 1 % 


Gov. Grants and Subsidies 
20 . 9 % 


Int. earned - ext. 
investments 
5 . 0 % 



Service Charges 
49 . 3 % 


Service charges, property rates and grants and subsidies are the major sources 
of income, constituting 86.3% of the income base. 

The net operating results are normally reflected in the Statement of Financial 
Position, which will now be discussed. 

3.3 OPERATING RESULTS - VARIANCES 

Total accrued operating expenditure^ amounted to R3 502 721 254, whilst the 
total accrued income amounted to R3 645 027 195. This resulted in an excess of 
accrued operating income over accrued operating expenditure of R142 305 942 
for the year. 

After comparing actual accrued expenditure and accrued income with the original 
budget, the results are attributable to the following: 


R 


Variance R 


Expenditure less than budget: 

Councillors’ remuneration 
Collection costs 
General expenses 
Contributions to provisions 
Bulk purchases 


650 936 23 

337 558 603 38 

1 635 615 170 100 


4 293 823 10 


6 690 457 1 1 984 808 989 


% 


^ Expenditure incurred in the daily operations of the organisation, such as remunerating 
personnel, transport, repairs and maintenance of equipment, etc. 
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Expenditure greater than budget: 

Employee related costs 

(101 782 917) 

9 


Bad debts 

(58 791 990) 

2898 


Contracted services 

(9 318 261) 

14 


Depreciation 

(29 072 044) 

11 


Repairs and maintenance 

(27 607 285) 

9 


Interest paid 

(30 504 611) 

88 


Grants and subsidies paid 

(40 516 547) 

257 


Loss on disposal of assets 

(44 881 6981 




(342 475 353) 


Income in excess of Budget: 

R 

Variance R 

% 

Income for agency services 

64 574 

6 


Service charges 

18 196 015 

1 


Interest earned - external investments 

55 487 677 

42 


Interest earned - outstanding debtors 

27 633 382 

45 


Gains on disp. (PPE) 

460 211 

2090 


Licences and permits 

379 131 

6 

102 220 990 

Income less than Budget: 




Property rates 

(19 992 014) 

(3) 


Fines 

(13 392 283) (41) 


Other income 

(11 844 944) 

(6) 


Government grants and subsidies 

(1 555 200 451) (67) 


Rental of facilities and equipment 

(946 832) 

(7) 


Contributions: Other 

(872 1601 tIOOl (1 602 248 6841 

Net accrued surplus 



142 305 9421 

Detailed below are the reasons for the more significant variations: 
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3.3.1 Underspending against budget: 

3.3.1.1 General Expenses - R337 558 603 

The underspending in general expenses of R337,6 million is mainly due to the 
Zanemvula Ministerial Housing Project budget of R197 million not being spent, 
whilst Housing Top Structures spending was R116.5 million less than budgeted. 
In terms of an agreement with the Provincial Government, the Top Structure 
component of the Zanemvula Ministerial Project is being implemented by 
Thubelisa Homes. 

3.3.1.2 Contribution to Provisions - R1 635 615 170 

Due to accounting changes necessitated by GRAP, no expenditure was recorded 
against this category. 

3.3.1.3 Bulk Purchases - R6 690 457 

The underspending in bulk purchases of R6,7 million is mainly due to the lower 
than anticipated growth in bulk electricity and steam raising purchases. 

3.3.2 Expenditure greater than budget: 

3.3.2.1 Employee related costs - RlOl 782 917 

The increased spending on personnel costs is mainly attributable to a “once-off 
payment being made in lieu of the liquidation of the PEM Pension Fund. 

3.3.2.2 Bad debts - R58 791 990 

Bad debts increased due to escalating outstanding debtors. 

3.3.2.3 Depreciation - R29 072 054 

Depreciation was R29,1 million more than budgeted due to the higher than 
anticipated final capital expenditure for 2007/08, resulting in more assets being 
commissioned. 
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3. 3. 2. 4 Repairs and maintenance - R 27 607 285 

The increased spending of R27,6 million is as a result of higher maintenance 
expenditure in respect of the Water and Sanitation Services’ pipeline network 
maintenance. 

3.3.2.5 Grants and subsidies paid - R40 516 547 

This category of expenditure was higher than anticipated mainly due to grants to 
the Mandela Bay Development Agency (MBDA) and Uitenhage Despatch 
Development Initiative (UDDI) of R30,6 million and R2,6 million respectively, 
which was not included in the original budget. These grants were subsequently 
approved in the adjusted budget. These grants were made to support the capital 
projects the MBDA and UDDI are implementing on behalf of the Municipality as 
reflected in its Capital Budget. 

3.3.2.6 Interest paid - R30 504 611 

Due to change in accounting practices, the actual expenditure in respect of 
interest allocated to unspent government grants was reclassified as interest paid, 
which accounts for the increased spending. 

3.3.3 Income in excess of budget: 

3.3.3.1 Service charges - R18 196 015 

The service charges in excess of budget are largely due to the Water and 
Sanitation income being higher than anticipated. 

3.3.3.2 Interest earned - outstanding debtors - R27 633 382 

The income from interest on outstanding debtors is higher than expected, both 
due to an increase in the outstanding debtors’ balances and an increase in the 
interest rate. 

3.3.3.3 Interest earned - external investments - R55 487 677 

The interest earned on external investments is more than budgeted due to the 
higher interest rate on external investments and an increase in the investment 
levels. 
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3.3.4 Income less than budget: 

3.3.3.4 Property rates - R19 992 014 

Property rates income was less than budgeted, due to the anticipated growth not 
materialising to the full extent. The extension of rates rebates to properties in the 
former Local Councils and Local Areas of the erstwhile Western District 
Municipal Area also influenced the rates income. 

3.3.3.5 Fines - R13 392 283 

In relation to fines, only 59% of the budgeted income was realised due to various 
challenges experienced by the Safety and Security Directorate, impacting on its 
ability to collect fines income. 

3.3.3.6 Government grants and subsidies - R1 555 200 451 

Due to a change in the accounting practices, capital grants are no longer 
reflected in the Operating Budget. An amount of R1,280 billion was thus not 
reflected as income in the Statement of Financial Performance. Furthermore, 
subsidies in respect of Housing Top Structures was also R318 million less than 
budgeted. 

4. STATEMENT OF FINANCIAL POSITION 

The statement of financial position reflects the financial results and policies of 
Council at a particular point in time. It is a snapshot at the year-end to determine 
the asset worth of the organisation and to what extent that worth is encumbered. 

4.1 Financial Policies 

No significant financial policy reviews were undertaken during the year, except 
for the Provision for Doubtful Debts. The level of the Provision for Doubtful Debts 
was previously maintained at 100% of amounts owing by debtors older than 90 
days. The level was reviewed during the 2007/08 financial year, so as to exclude 
government debt, which is not considered to be doubtful. The level of the 
provision was thus determined at 100% of amounts owing by debtors (excluding 
government debt) older than 90 days. 
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4.2 Housing Development Fund 

The fund increased by R1 656 480 (2.2%) from R76 733 274 to R78 389 754. 

4.3 Capital Replacement Reserve 

The reserve increased by R248 398 421 (46.2%) from R538 004 431 to 
R786 402 852. This increase is mainly attributable to increased contributions to 
the reserve. 

4.4 Donations and Public Contribution Reserve 

The reserve increased by R39 354 410 (21,5%) from R183 345 356 to 
R222 699 766. The increase is mainly attributable to the appropriate accounting 
for the Municipality’s movable assets, which was initially financed from operating 
income but has subsequently been capitalised. The process involved physically 
locating the assets, inspecting its condition, and attaching values to the assets. 

4.5 Non-current Liabilities 

4.5.1 Long-term liabilities^ 

Long-term liabilities amounted to R450 706 094, compared to R221 310 567 in 
the previous financial year, and is made up as follows: 

2007/08 2006/07 

R R 

442 395 158 213 833 597 
8 310 936 7 476 970 

R450 706 094 R221 310 567 

Long-term liabilities consequently increased by R229,4 million, compared to the 
2006/07 financial year, mainly as a result of taking up a loan with ABSA to 
finance various electricity reticulation projects. 

4.5.2 Deferred Income 

Deferred income increased by R1 059 508 514 (100,6%) from R1 052 944 120 to 
R2 112 452 634. The significant increase relates to capital expenditure for the 
construction of the 2010 Soccer Stadium and the associated roadworks. 


^ Long term liabilities consist of mainly external loans repayable over a period of longer 
than one year after the balance sheet date. 


External loans 
Brookes Bequest 




124 


4.5.3 Non-Current Provisions 

4.5.3.1 Provision for Post-retirement Benefits 

This provision decreased by R51 353 521 (6.9%) from R746 024 521 to 
R694 671 000, based on an actuarially assessed valuation as at 30 June 2008. 
The provision now fully covers the liability relating to post-retirement benefits. 

4.5.3.2 Provision for Rehabiiitation of Landfiii Sites 

Provision has been made for the costs relating to the rehabilitation of landfill sites 
situated at Arlington, Koedoeskloof and Ibhayi. The costs as determined were 
discounted to the present day costs of rehabilitating the tip sites by adjusting for 
inflation-related increases and applying a discounting factor equivalent to the 
average cost of borrowing. The discounted rehabilitation costs of landfill sites 
amounted to R106 561 239 as at 30 June 2008. The provision was accordingly 
increased by R35 015 894 from R71 545 345 to R106 561 239. 

4.6 Property, Piant and Equipment 

Property, plant and equipment include infrastructure, buildings, plant and 
equipment, and amounted to R6 773 741 004 compared to R3 966 145 658 in 
the 2006/07 financial year. This represents an increase of R2,8 billion or 70.8%. 

4.7 Cash and Investments 

Investments and short-term investment deposits amounted to R1 859 606 261, 
compared to R1 500 348 918 in the 2006/07 financial year. This represents an 
increase of R359,3 million or 23,9%. 

The total amount invested, however, contains certain monies earmarked for 
specific purposes as indicated below, over which Council has limited discretion. 
The net monies available to Council are as follows: 
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2007/08 2006/07 

R R 

1 859 606 261 1 500 348 918 

1 589 429 684 1 162 684 602 


Housing Development Fund 

78 

389 

754 

76 

733 

274 

Unspent Conditional Grants 

637 

978 

182 

466 

725 

810 

Capital Replacement Reserve 

786 

402 

852 

538 

004 

431 

Self-insurance Reserve 

75 

276 

561 

71 

008 

008 

COID Reserve 

11 : 

382: 

335 

10 

213 

079 

Net amount available to Council to finance 







commitments 

270 

176 

577 

337 

664 

316 

Add: Bank balances and cash 

67 

513 

928 

215 

431 

857 

Total amount available to Council 

337 

690 

505 

553 

096 

173 


4.9 Debtors 

Debtors amounted to R1 188 109 058 before deduction of the provision for 
Doubtful Debts of R564 581 182. 

The relatively high level of outstanding debtors is a source of concern for the 
following reasons: 

• it diminishes the ability to spend on the infrastructure development 
required for anticipated economic growth and to address service 
backlogs in the underdeveloped areas; 

• it influences Council’s credit rating and ability to raise loans on 
competitive terms; 

• it limits the ability to budget for growth; 

• it affects tariffs negatively, requiring higher than inflation increases. 

• it influences the level of expenditure on the maintenance of assets. 

The inability to collect outstanding debts timeously is reflected in the debtors’ 
collection period. The situation is as follows: 


Investments and short-term deposits 

Less: Monies earmarked for specific purposes: 
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4.9.1 Average Debtors’ Collection Period for Electricity, Water, Refuse, 
Sewerage and Property Rates 


2007/08 2006/07 

Debtors 

Tariff Income and Rates 
Number of Days 
Target 


1 188 109 058 

2 383 682 441 

181 

55 


1 193 537 158 

2 186 328 593 

199 

55 


It is to be noted that the debtor’s collection period was reduced from 199 days in 
2006/07 to 181 days in 2007/08. 

The following measures have been implemented to arrest the growth in arrear 
debtors: 

• The Revenue Enhancement Strategy is being developed to improve 
revenue collection. 

• The Assistance to the Poor Policy (ATTP) has been reviewed, so that 
debts relating to ATTP account holders can be written off at the end of 
each month. 

5. OVERALL RESULTS AND COMMENTS 

The overall financial results are generally considered to be acceptable. In order 
to sustain this situation, the maintenance of sound financial management 
practices is required as well as the mitigation of the risks that impact on financial 
sustainability by instituting appropriate measures to address such risks. 

The present risks are essentially the following: 

• Continued non-payment of accounts by debtors. 

• The requirement to contain personnel costs. 

• Non-compliance with sound financial management practices. 

• Limited spending on the maintenance and renewal of infrastructure 
assets. 

• Possible acceptance by the Municipality of unfunded mandates, such 
as the provision of Health, Roads and Library Services. 

• Financial implications associated with the establishment of REDS. 

• Maintaining the Capital Replacement Reserve at sustainable levels. 
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NELSON MANDELA BAY METROPOLITAN MUNICIPALITY 
ANNUAL FINANCIAL STATEMENTS 
For the year ended 
30 June 2008 


I am responsible for the preparation of these annual financial statements, which 
are set out on pages 139 to 279, in terms of Section 126(1) of the Municipal 
Finance Management Act and which I have signed on behalf of the Municipality. 

I certify that the salaries, allowances and benefits of Councillors as disclosed in 
Note 27 of these annual financial statements are within the upper limits of the 
framework envisaged in Section 219 of the Constitution, read with the 
Remuneration of Public Officer Bearers Act and the Minister of Provincial and 
Local Government’s determination in accordance with the Act. 


oi csf I 2c o^ 

ADVOCATE J G RICHARDS - BA LLB Date 
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ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2008 

1. BASIS OF PRESENTATION 

The annual financial statements are prepared on the accrual basis of 
accounting and are in accordance with the historical cost convention. 

The annual financial statements have been prepared in accordance with the 
Standards of Generally Recognised Accounting Practices (GRAP) and the 
Standards of Generally Accepted Municipal Accounting Practices (GAMAP), 
as prescribed by the Minister of Finance in terms of General Notice 991 and 
992 of 2005. 

The standards are summarised as follows: 


GRAP 1 

Presentation of financial statements 

GRAP 2 

Cash flow statements 

GRAP 3 

Accounting policies, changes in accounting estimates and errors 

GAMAP 4 

The effects of changes in foreign exchange rates 

GAMAP 6 

Consolidated financial statements and accounting for controlled 
entities 

GAMAP 7 

Accounting for investments in associates 

GAMAP 8 

Financial reporting of interests in joint ventures 

GAMAP 9 

Revenue 

GAMAP 12 

Inventories 

GAMAP 17 

Property, plant and equipment 

GAMAP 19 

Provisions, contingent liabilities and contingent assets 


GAMAPs 6, 7 and 8 have been complied with, to the extent that the 
requirements in these standards relate to the Municipality’s separate financial 
statements. 

Exemption from complying with the following standards until the 2007/08 
financial year was obtained from the Minister of Finance in accordance with 
Gazette No. 30013, dated 29 June 2007. 
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Standard 

no. 

Standard title 

GRAP, GAMAP and/or SA GAAP 
requirement(s), exempted in terms of 
Gazette no. 30013 of 

29 June 2007, that have been adopted 
early 

GRAP 03 

Accounting 
policies, changes 
in accounting 
estimates and 

errors 

■ Identification and impact of GRAP 
standards that have been issued but are 
not yet effective (GRAP 3.30 - 31). 

■ Changes in accounting policies (GRAP 
3.14, 19). 

GAMAP 

09 

Revenue 

■ Initial measurement of fair value; 
discounting all future receipts using an 
imputed rate of return (GAMAP 9.12 and 
SAICA Circular 9/06). 

GAMAP 

12 

Inventories 

■ The entire standard as far as it relates to 
immovable capital assets inventory that 
is accounted for in terms of GAMAP 17. 

■ The entire standard as far as it relates to 
water stock that was not purchased by 
the Municipality. 

GAMAP 

17 

Property, plant and 
equipment 

■ Review of useful life of items of PPE 
recognised in the annual financial 
statements (GAMAP 17.69 - 61, 77). 

■ Review of depreciation method applied to 
PPE recognised in the annual financial 
statements (GAMAP 17.62, 77). 

■ Impairment of non-cash generating 
assets (GAMAP 17.64 - 69, 75(e)(v) - 

(Vi)). 

■ Impairment of cash generating assets 
(GAMAP 17.63, 75(e)(v) - (vi)). 

IAS 11 
(AC 109) 

Construction 

contracts 

■ Entire standard. 

IAS 14 
(AC 115) 

Segment reporting 

■ Entire standard. 

IAS 17 
(AC 105) 

Leases 

■ Recognising operating lease payments/ 
receipts on a straight-line basis if the 
amounts are recognised on the basis of 
the cash flows in the lease agreement 
(IAS 1 7.33 - 34 and 50 - 51 , SAICA 
Circular 12/06.8 -11). 

IAS 19 
(AC 116) 

Employee benefits 

■ Defined benefit accounting as far as it 
relates to defined benefit plans 
accounted for as defined contribution 
plans and defined benefit obligation 
disclosed by narrative information (IAS 
19.29, 48 - 1 19 and 120A(c) - (q)). 

IAS 20 
(AC 134) 

Accounting for 
government grants 
and disclosure 

■ Entire standard, excluding paragraphs 24 
and 26, replaced by GAMAP 12.8, 

GAMAP 17.25 and GAMAP 9.42 - 46. 
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Standard 

no. 

Standard title 

GRAP, GAMAP and/or SA GAAP 
requirement(s), exempted in terms of 
Gazette no. 30013 of 

29 June 2007, that have been adopted 
early 

IAS 36 
(AC 128) 

Impairment of 
assets 

■ Entire standard. 

IAS 38 
(AC 129) 

Intangible assets 

■ The entire standard except for the 

recognition, measurement and disclosure 
of computer software and website costs 
(SIC 32) and all other costs are 
expensed. 

IAS 39 
(AC 133) 

Financial 
instruments: 
recognition and 
measurement 

■ Initially measuring financial assets and 
liabilities at fair value (IAS 39.43, AG79, 
AG64 - AG65 and SAICA Circular 9/06). 

IAS 40 
(AC 135) 

Investment 

property 

■ The entire standard to the extent that the 
property is accounted for in terms of 
GAMAP 17. 

■ Disclosure of the fair value of investment 
property if the cost model is applied and 
where the Municipality has recognised 
the investment property in terms of this 
standard (IAS 40.79(e)(i) - (iii)). 

IFRS 3 
(AC 140) 

Business 

combinations 

■ Entire standard. 

IFRS 5 
(AC 142) 

Non-current assets 
held for sale and 
discontinued 
operations 

■ Classification, measurement and 

disclosure of non-current assets held for 
sale (IFRS 5.6 - 29 (insofar as it relates 
to non-current assets held for sale and 

38 - 42). 

IFRS 7 
(AC 144) 

Financial 

instruments: 

disclosures 

■ Entire standard to be replaced by IAS 32 
(AC 125) issued August 2006 and 
effective for financial statements covering 
periods beginning on or after 1 January 
1998. 

IFRS 8 

Operating 

segments 

■ Entire standard. 


Accounting policies for material transactions, events or conditions not covered 
by the above GRAP and GAMAP standards have been developed in 
accordance with paragraphs 7, 11 and 12 of GRAP 3. These accounting 
policies and the applicable disclosures have been based on the South African 
Statements of Generally Accepted Accounting Practices (SA GAAP), including 
any interpretations of such statements issued by the Accounting Practices 
Board. 
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The Minister of Finance has, in terms of Gazette No. 30013 dated 29 June 
2007, exempted compliance with certain of the above-mentioned standards 
and aspects or parts of these standards. Details of the exemptions applicable 
to the Municipality have been provided in the Notes to the Annual Financial 
Statements. 

The progress made towards achieving full compliance with the standards 
referred to in Section 122(3) of the MFMA is measured against the 
Municipality’s implementation plan, as set out in Appendix G to the Annual 
Financial Statements. 

Apart from issues involving estimates, management has made no judgments 
in the process of applying the accounting policies that could have a significant 
effect on the amounts of items recognised in the financial statements. 

Assets, liabilities, revenues and expenses have not been offset except when 
offsetting is required or permitted by a Standard of GAMAP or GRAP. 

Consolidated Financial Statements; 

Consolidated annual financial statements were not prepared due to the 
exemption granted from complying with Section 122(2) of the MFMA, in 
accordance with Gazette No. 30013 of 29 June 2007. In accordance with the 
Government Gazette, Appendix H to the Municipality’s annual financial 
statements includes the annual financial statements of each of the 
municipality’s entities. 

A summary of the significant accounting policies, which have been 
consistently applied, except for the following, is disclosed below: 
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• The Municipality has adopted IAS 20 (previously according to GAMAP 
9). As a result, capital grants and receipts relating to the creation of fixed 
assets are included as deferred income in non-current liabilities, and 
credited to the Statement of Financial Performance on a straight-line 
basis over the expected useful lives of the related assets. In terms of 
MFMA Circular 18, the Municipality previously recognised the full extent 
of conditional grants and receipts related to capital as revenue in the 
Statement of Financial Performance once the criteria, conditions or 
obligations embodied in the agreement had been met. 

2. PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand. 

3. GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern 
basis. 

4. HOUSING DEVELOPMENT FUND 

The Housing Development Fund was established in terms of the Housing Act, 
(Act No. 107 of 1997). Loans from national and provincial government used to 
finance housing selling schemes undertaken by the Municipality were 
extinguished on 1 April 1998 and transferred to a Housing Development Fund. 
Housing selling schemes, both complete and in progress as at 1 April 1998, 
were also transferred to the Housing Development Fund. In terms of the 
Housing Act, all proceeds from housing developments, which include rental 
income and sales of houses, must be paid into the Housing Development 
Fund. Monies standing to the credit of the Housing Development Fund can be 
used only to finance housing developments within the municipal area, subject 
to the approval of the Provincial MEC responsible for housing. 
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5. RESERVES 

The Municipality maintains various reserves in terms of specific requirements. 

5.1 Capital Replacement Reserve (CRR) 

In order to finance the provision of infrastructure and other items of property, 
plant and equipment from internal sources, amounts are transferred from the 
accumulated surplus (deficit) to the CRR in terms of a Council resolution. The 
CRR can only be utilised to finance items of property, plant and equipment 
and investment property. 

The amount transferred to the CRR is based on the Municipality's need to 
finance future capital projects included in the Integrated Development Plan. 

5.2 Capitalisation Reserve 

On the implementation of GAMAP, the balance on certain funds, created in 
terms of the various Provincial Ordinances applicable at the time, that had 
historically utilised for the acquisition of items of property, plant and 
equipment, has been transferred to a Capitalisation Reserve instead of the 
accumulated surplus (deficit), in terms of a directive (Budget Circular) issued 
by National Treasury. The purpose of this Reserve is to promote consumer 
equity by ensuring that the future depreciation expenses that will be incurred 
over the useful lives of these items of property, plant and equipment are offset 
by transfers from this Reserve to the accumulated surplus (deficit). 

The balance on the Capitalisation Reserve equals the carrying value of the 
items of property, plant and equipment financed from the former legislated 
funds. When items of property, plant and equipment are depreciated, a 
transfer is made from the Capitalisation Reserve to the accumulated surplus 
(deficit). 
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When an item of property, plant and equipment is disposed of, the balance in 
the Capitalisation Reserve relating to such item is transferred to the 
accumulated surplus (deficit). 

5.3 Donations and Public Contributions Reserve 

When items of property, plant and equipment are financed from public 
contributions and donations, a transfer is made from the accumulated surplus 
(deficit) to the Donations and Public Contributions Reserve equal to the 
donations and public contributions recorded as revenue in the Statement of 
Financial Performance, in accordance with a directive (Budget Circular) 
issued by National Treasury. When such items of property, plant and 
equipment are depreciated, a transfer is made from the Donations and Public 
Contributions Reserve to the accumulated surplus/(deficit). The purpose of 
this policy is to promote community equity and facilitate budgetary control by 
ensuring that sufficient funds are set aside to offset the future depreciation 
charges that will be incurred over the estimated useful life of the item of 
property, plant and equipment financed from donations and public 
contributions. 

When an item of property, plant and equipment financed from government 
grants is disposed of, the balance in the Donations and Public Contributions 
Reserve relating to such item is transferred to the accumulated surplus 
(deficit). 

5.4 Self-Insurance Reserve 

A Self-Insurance Reserve exists to provide cover for selected risks, including 
fire, storm, workmen’s compensation, public liability and motor vehicles. The 
reserve is re-insured externally to cover major losses. 

Premiums are charged to the respective directorates at market related rates, 
taking into account past experience of claims and the replacement values of 
the insured assets. 
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The reserves covers the first R10 000 000 in respect of fire insurance, 
R5 000 000 in respect of public liability insurance, and R3 000 000 in respect 
of fidelity guarantee insurance, of any one claim. 

The maximum aggregate exposure during any one year in respect of public 
liability insurance amounts to R10 000 000, and in respect of fidelity 
guarantee insurance, to R17 000 000. There is no maximum aggregate 
exposure in respect of fire insurance. 

Claims in excess of the above maximum aggregate exposures are covered by 
re-insurance. 

5.5 Compensation for Occupational Injuries and Diseases (COID) 
Reserve 

The Municipality has been exempted from making contributions to the 
Compensation Commissioner for Occupational Injuries and Diseases, in terms 
of Section 84 of the COID Act. 

The Certificate of Exemption issued by the Commissioner and as prescribed 
by the Compensation for Occupational Injuries and Diseases Act (No. 130 of 
1993), requires that the Municipality deposits cash and/or securities with the 
Commissioner, the market values of which in aggregate shall not be less than 
the capitalised value of the continuing liability of the Municipality as at 31 
December of each year. 

The continuing liability is that of pensions, with the capitalised value being 
determined on the basis of an actuarial determination, as prescribed by the 
Commissioner. A COID Reserve has been established, equivalent to the 
value of the continuing liability. The market value of the securities is 
determined annually by the Commissioner and the Municipality is required to 
meet any shortfall in the aggregate value of the securities as at 31 December. 
Monthly pensions are funded by transferring funds out of the Reserve to the 
expense account in the Statement of Financial Performance. 
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6. PROPERTY, PLANT AND EQUIPMENT 

6.1 Property, plant and equipment are stated at cost, less accumulated 
depreciation, except land, which is stated at fair value. Heritage assets, 
which are culturally significant resources and that are shown at cost, are 
not depreciated, owing to the uncertainty regarding their estimated useful 
lives. Similarly, land is not depreciated, as it is deemed to have an 
indefinite life. Property, plant and equipment are stated at fair value at 
date of acquisition, less accumulated depreciation where assets have 
been acquired by grant or donation. 

The cost of an item of property, plant and equipment comprises its 
purchase price, including import duties and non-refundable purchase 
taxes, and any directly attributable costs of bringing the asset to working 
condition for its intended use. Any trade discounts and rebates are 
deducted in arriving at the purchase price. Examples of directly 
attributable costs are: site preparation, delivery and handling costs and 
professional fees. 

The cost of an item of property, plant and equipment acquired in 
exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets was measured at its 
fair value. If the acquired item could not be measured at its fair value, its 
cost was measured at the carrying amount of the asset given up. 

Subsequent expenditure is capitalised when the recognition and 
measurement criteria of an asset are met. 

The gain or loss arising from the disposal or retirement of an item of 
property, plant and equipment is determined as the difference between 
the sales proceeds and the carrying value and is recognised in the 
Statement of Financial Performance. 
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Depreciation is calculated on cost, using the straight-line method over 
the estimated useful lives of the assets. Depreciation commences only 
when the asset is brought into use. In determining depreciation, the 
residual values of assets (specifically vehicles, office equipment and 
furniture and fittings) are not taken into account, as the Municipality uses 
these assets in its operations beyond its estimated useful life. The 
annual depreciation rates are based on the following estimated asset 
lives:- 



Years 

Other 

Years 

Infrastructure 




Roads and paving 

10-20 

Buildings 

30 

Pedestrian malls 

30 

Specialist vehicles 

10 

Electricity 

20-30 

Other vehicles 

5 

Water 

15-20 

Office equipment 

3-7 

Sewerage 

15-20 

Furniture and fittings 

7-10 

Housing 

30 

Watercraft 

15 



Bins and containers 

5-10 

Community 


Specialised plant and equipment 

10-15 

Buildings 

30 

Other items of plant and equipment 

2-5 

Recreational facilities 20-30 

Landfill sites 

45-50 


Security 5 

6.2 Review of useful lives 

In accordance with the exemptions contained in Gazette No. 30013 of 29 
June 2007, the useful lives of assets have not been reviewed. The 
current year’s accounting policy agrees with that applied in the previous 
financial year. 
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6.3 Review of depreciation method 

In accordance with the exemptions contained in Gazette No. 30013 of 29 
June 2007, the depreciation method was not reviewed. 

The current year’s accounting policy agrees with that applied in the 
previous financial year. 

6.4 Impairment of cash and non-cash generating assets 

In accordance with the exemptions contained in Gazette No. 30013 of 29 
June 2007, the assets in question were not assessed for possible 
impairment. This is in line with the accounting policy applied in the 
previous financial year. 

6.5 Property held for sale in the ordinary course of operations 

Property held for sale in the ordinary course of operations is classified as 
part of property, plant and equipment in terms of the exemptions 
contained in Gazette No. 30013 of 29 June 2007. This is in line with the 
accounting policy applied in the previous financial year. 

7. INTANGIBLE ASSETS 

An intangible asset is defined as an identifiable non-monetary asset without 
physical substance held for use in the production or supply of goods and 
services, for rentals to others, or for administrative purposes. Intangible 
assets have been treated in accordance with the provisions of IAS38, 
“Intangible Assets”. Intangible assets are initially recorded at their cost price 
and subsequently amortised over their expected useful lives. The intangible 
assets under the control of the Municipality are amortised according to the 
straight-line method. 

The aforementioned policy is applied in accordance with the exemptions 
contained in Gazette No. 30013 of 29 June 2007. 
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8. INVESTMENTS 

Financial instruments, which include listed government bonds, unlisted 
municipal bonds, fixed deposits and short-term deposits invested in registered 
commercial banks, are stated at cost. 

Where investments have been impaired, the carrying value is adjusted by the 
impairment loss, which is recognised as an expense in the period that the 
impairment is identified. 

On disposal of an investment, the difference between the net disposal 
proceeds and the carrying amount is charged or credited to the Statement of 
Financial Performance. 

The carrying amounts of such investments are reduced to recognise any 
decline, other than a temporary decline, in the value of individual investments. 

8.1 Investments in Financial Instruments 

The accounting policy applied is in accordance with the exemptions in Gazette 
No. 30013 of29 June 2007. 

9. INVENTORIES 

Consumable stores, raw materials, work-in-progress and finished goods are 
valued at the lower of cost or net realisable value. In general, the basis of 
determining cost is the first-in, first-out (FIFO) method. 

Redundant and slow-moving inventories are identified and written down from 
cost to net realisable value with regard to their estimated economic or 
realisable values. 
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The cost of water purchased and not yet sold in the Statement of Financial 
Position comprises the purchase price, import duties and other taxes and 
transport, handling and other costs attributable to the acquisition of finished 
goods, materials and services. Trade discounts, rebates and other similar 
items are deducted in determining the costs of purchase. The estimation of 
the water stock in the reservoirs is based on the measurement of water via 
electronic level sensors, which determine the depth of water in the reservoirs, 
then converted into volumes, based on the total capacity of the reservoir. 

In accordance with the exemptions contained in Gazette No. 30013 of 29 
June 2007, the aforementioned policy agrees with that applied in the previous 
financial year. 

10. ACCOUNTS RECEIVABLE 

Accounts receivable are carried at anticipated realisable value. An estimate is 
made for doubtful receivables based on a review of all outstanding amounts at 
year-end. 

Bad debts are written off during the year in which they are identified. 
Amounts that are receivable within 12 months from the reporting date are 
classified as current. 

In accordance with the exemptions contained in Gazette No. 30013 of 29 
June 2007, the aforementioned policy agrees with that applied in the previous 
financial year. 

11. TRADE CREDITORS 

Trade creditors are stated at their nominal value, inclusive of outstanding 
cheques. 
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In accordance with the exemptions contained in Gazette No. 30013 of 29 
June 2007, the aforementioned policy agrees with that applied in the previous 
financial year. 

12. REVENUE RECOGNITION 

12.1 Revenue from Exchange Transactions 

Provisional estimates of consumption are made monthly when meter readings 
have not been performed. The provisional estimates of consumption are 
recognised as revenue when invoiced. Adjustments to provisional estimates of 
consumption are made in the invoicing period in which meters have been 
read. These adjustments are recognised as revenue in the invoicing period. 
Revenue from the sale of electricity prepaid meter cards is recognised at the 
point of sale. 

In accordance with GAMAP 9, revenue arising from the consumption of 
electricity and water in the month of June is fully accounted for, whether 
invoiced or not. 

Service charges relating to electricity and water are based on consumption. 
Electricity meters in industrial areas are read at the end of each month and 
billed the following month. Premises with high tension electricity supplies are 
read and billed monthly. All electricity and water meters within and outside 
the municipal boundary are read and billed monthly. 

Revenue arising from the application of the approved tariffs, fees and charges 
is generally recognised when the relevant service is rendered. 

Interest and rentals are recognised on a time proportion basis. 

Dividends are recognised on the date that the Municipality becomes entitled to 
receive the dividend. 
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Income for agency services is recognised on a monthly basis once the income 
collected on behalf of agents has been quantified. 

Finance income from the sale of housing by way of instalment, sales 
agreements or finance leases is recognised on a time proportion basis. 

Revenue from the sales of goods is recognised when the risk is passed to the 
consumer. 

Revenue from public contributions is recognised when all conditions 
associated with the contribution have been met or, where the contribution is to 
finance property, plant and equipment, when such items of property, plant and 
equipment are brought into use. Where public contributions have been 
received but the Municipality has not met the condition, a liability is 
recognised. 

12.2 Revenue from Non-Exchange Transactions 

Council applies a flat rating system. The same rate factor is applied for land 
and buildings. In terms of this system, assessment rates are levied on the 
value of land and buildings in respect of properties. Rebates are granted 
according to the use of the property concerned. 

Fines constitute both spot fines and summonses. Revenue from spot fines is 
recognised when payment is received, and revenue from the issuing of 
summonses is recognised when collected. 

Donations are recognised on a cash receipt basis or where the donation is in 
the form of property, plant and equipment, when such items of property, plant 
and equipment are brought into use. 

Contributed property, plant and equipment are recognised when such items of 
property, plant and equipment are brought into use. 
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Collection charges are recognised when such amounts are legally 
enforceable. Penalty interest on unpaid rates is recognised on a time 
proportion basis. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful 
expenditure is based on legislated procedures, including those set out in the 
Municipal Finance Management Act (Act No. 56 of 2003) and is recognised 
when the recovery thereof from the responsible councillors or officials is 
virtually certain. 

The current year’s accounting policy agrees with that applied in the previous 
financial year. 

In accordance with the exemptions contained in Gazette No. 30013 of 29 
June 2007, revenue has been initially recognised at cost. 

13. CONDITIONAL GRANTS AND RECEIPTS 

Income received from conditional grants, donations and subsidies is 
recognised to the extent that the Municipality has complied with any of the 
criteria, conditions or obligations embodied in the agreement. To the extent 
that the criteria, conditions or obligations have not been met, a liability is 
recognised and funds are invested until it is utilised. 

Interest earned on the investment is treated in accordance with grant 
conditions. If it is payable to the funder, it is recorded as part of the creditor. 
If it is in the Municipality’s interest, it is recognised as interest earned in the 
Statement of Financial Performance. 

13.1 Grants and receipts of a revenue nature 

Income is transferred to the Statement of Financial Performance as revenue 
to the extent that the criteria, conditions or obligations have been met. 
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13.2 Grants and receipts of a capital nature 

Income is reclassified as deferred income under non-current liabilities in the 
Statement of Financial Position, to the extent that the criteria, conditions or 
obligations have been met and is credited to the Statement of Financial 
Performance on a straight-line basis over the expected useful lives of the 
related assets. 

14. PROVISIONS 

Provisions are recognised when the Municipality has a present obligation 
(legal or constructive) as a result of past events and it is probable that an 
outflow of resources embodying economic benefits will be required to settle 
the obligation and a reliable estimate can be made of the amount of the 
obligation. Provisions are reviewed at the Statement of Financial Position, 
reporting the dates and adjusted to reflect the current best estimate. 

14.1 Provision for Post-retirement Benefits 

The Municipality provides retirement benefits for its employees and 
Councillors. Defined contribution plans are post-employment benefit plans in 
terms of which the entity pays fixed contributions into a separate entity (a 
fund) and will have no legal or construction obligation to pay further 
contributions if the fund does not hold sufficient assets to pay all employee 
benefits relating to employee service in the current and prior periods. The 
contributions to fund obligations for the payment of retirement benefits are 
charged against income in the year they become payable. 

A provision is maintained in respect of the liability to employees relating to 
post-retirement benefits, such as medical aid contributions. 
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14.1.1 Medical Aid: Continued Members 

The Municipality provides post-retirement benefits by subsidising the medical 
aid contributions of certain retired staff. According to the rules of the medical 
aid funds with which the Municipality is associated, a member on retirement is 
entitled to remain a member of such medical aid fund, in which case the 
member is liable for the portion as determined by Council from time to time, of 
the medical aid membership fee, and the Municipality for the remaining 
portion. 

The current year’s policy is in accordance with the exemptions contained in 
Gazette No. 30013 of 29 June 2007. The current year’s policy agrees with that 
applied in the previous year. 

14.2 Provision for Rehabilitation of Refuse Landfill Sites 

The applicable GAMAP standard states that a provision should be recognised 
where there is a present obligation to rehabilitate sites. 

The Municipality has an obligation to rehabilitate its landfill sites in terms of its 
license stipulations. Provision is made for this obligation, based on the net 
present value of cost. The cost factors, as determined, have been applied and 
projected at an inflation rate of 7.9% and discounted to the present value at 
the average borrowing cost of 1 1 . 1 554%. 

14.3 Gratuity Provision 

A provision in respect of the liability relating to gratuities payable to employees 
that were not previously members of a pension fund is maintained. 
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14.4 Provision for Performance Bonuses 

A provision, in respect of the liability relating to the anticipated costs of 
performance bonuses payable to Section 57 employees, is maintained. 

15. PROVISION FOR DOUBTFUL DEBTS 

The provision is equivalent to 100% of amounts owing to the Municipality 
older than 90 days (amounts owing by government departments have been 
excluded from determining the level of the provision). The provision currently 
amounts to R564 581 182. 

In accordance with GRAP, the Provision for Doubtful Debts has been 
deducted from the amount outstanding by debtors at 30 June 2008. 

16. PROVISION FOR OBSOLETE INVENTORY 

A provision is maintained in lieu of obsolete inventory. The level of the 
provision for obsolete inventory is maintained at 5% of the total value of 
inventory holdings. 

17. CASH AND CASH EQUIVALENTS 

Cash includes cash on hand and cash with banks. Cash equivalents are 
short-term highly liquid investments that are held with registered banking 
institutions with maturities of three months or less and are subject to an 
insignificant risk of change in value. 

For the purposes of the cash flow statement, cash and cash equivalents 
comprise cash on hand and deposits held on call with banks. 
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18. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted for or 
that is not in terms of the conditions of an allocation received from another 
sphere of government, municipality or organ of state, or expenditure in the 
form of a grant that is not permitted in terms of the Municipal Finance 
Management Act (Act No. 56 of 2003). Unauthorised expenditure is 
accounted for as an expense in the Statement of Financial Performance and, 
where recovered, is subsequently accounted for as revenue in the Statement 
of Financial Performance. 

19. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance 
Management Act (Act No. 56 of 2003), the Municipal Systems Act (Act No. 32 
of 2000), and the Public Office Bearers Act (Act No. 20 of 1998) or is in 
contravention of the Municipality’s or municipal entities’ supply chain 
management policies. Irregular expenditure excludes unauthorised 
expenditure. Irregular expenditure is accounted for as expenditure in the 
Statement of Financial Performance and, where recovered, is subsequently 
accounted for as revenue in the Statement of Financial Performance. 

20. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and 
would have been avoided had reasonable care been exercised. Fruitless and 
wasteful expenditure is accounted for as expenditure in the Statement of 
Financial Performance and, where recovered, is subsequently accounted for 
as revenue in the Statement of Financial Performance. 
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21. COMPARATIVE INFORMATION 

21.1 Current year comparatives: 

Budgeted amounts have been included in the annual financial statements for 
the current and previous financial years. 

21.2 Prior year comparatives: 

When the presentation or classification of items in the annual financial 
statements is amended, prior period comparative amounts are reclassified 
and restated. The nature and reasons for the reclassification and restatement 
are disclosed. 

22. INVESTMENT PROPERTY 

The accounting policy applied is in accordance with the exemptions in Gazette 
no. 30013 of 29 June 2007. The current year’s accounting policy agrees with 
that applied in the previous financial year. 

Investment property, which is property held to earn rental revenue or for 
capital appreciation, is stated at cost and is included in PPE, in line with the 
exemption granted as per Government Gazette 30013, dated 29 June 2007. 

23. LEASES 

23.1 The Municipality as Lessee 

Leases are classified as finance leases, in terms of which substantially all the 
risks and rewards associated with ownership of an asset are transferred to the 
municipality. Property, plant and equipment subject to finance lease 
agreements are capitalised at their cash cost equivalent and the 
corresponding liabilities are raised. The cost of the item of property, plant and 
equipment is depreciated at appropriate rates on a straight-line basis over its 
estimated useful life. Lease payments are allocated between the lease finance 
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cost and the capital repayment using the effective interest rate method. Lease 
finance costs are expensed when incurred. 

Operating leases are those leases that do not fall within the scope of the 
above definition. Operating lease rentals are expensed as they become due. 

23.2 The Municipality as Lessor 

Amounts due from lessees under finance leases or instalment sale 
agreements are recorded as receivables at the amount of the Municipality’s 
net investment in the lease. Finance lease or instalment sale income is 
allocated to accounting periods so as to reflect a constant periodic rate of 
return on the Municipality’s net investment outstanding in respect of the 
leases or instalment sale agreements. 

Rental Income from operating leases is recognised as they become due. 

In accordance with the exemptions contained in Gazette No. 30013 of 29 
June 2007, operating lease payments/receipts have been recognised on the 
basis of the cashflows in the lease agreements. 

The current year’s policy agrees with that applied in the previous financial 
year. 

24. BORROWING COSTS 

Borrowing costs are recognised as an expense in the Statement of Financial 
Performance. 

25. VALUE ADDED TAX 

The Municipality accounts for Value Added Tax on the payment basis. 
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26. FOREIGN CURRENCY TRANSACTIONS 

Transactions in foreign currencies are initially accounted for at the rate of 
exchange ruling on the date of the transaction. Exchange differences arising 
on the settlement of creditors or on reporting of creditors at rates different 
from those at which they were initially recorded during the period, are 
recognised against the carrying value of property, plant and equipment in the 
period in which they arise. 
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NO. 

CONTRACT 
DESCRIPTION/ 
CONTRACT NUMBER 

CONTRACT 
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NAME OF 
SERVICE 
PROVIDER 

APPROVAL 

DATE 

REASON FOR DEVIATION 

1 

ArcGIS1 1 Training 

R31 065,00 

GIMS (Pty) Ltd 

13 June 2007 

As GIMS (Pty) Ltd was the only 
accredited distributor in South Africa 
allowed to conduct and deliver official 

ESRI training courses related to the ESRI 
product range, the invitation of tenders 
was dispensed with in terms of Section 
36(1)(a)(ii) of the Municipal Supply Chain 
Management Policy, and GIMS (Pty) Ltd 
was appointed to train five staff members 
in ArcGISII. 

2. 

Purchase of new Autocad 
2008 Software Package 

R47 031,84 

Micrographics 

13 June 2007 

The invitation of tenders was dispensed 
with in terms of Section 36(1)(a)(v) of the 
Supply Chain Management Policy and 
the AutoCAD 2008 software package was 
purchased from Micrographics, in the 
amount of R47 031,84, inclusive of VAT, 
as its package being used by the Housing 
and Land’s Directorate Corporate Graphic 
Services Division as well as most of the 
Consultants with whom the Surveyors 
deal with. It was therefore considered 
impractical to consider other software 
packages at that stage. 
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NO. 

CONTRACT 
DESCRIPTION/ 
CONTRACT NUMBER 

CONTRACT 
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NAME OF 
SERVICE 
PROVIDER 

APPROVAL 

DATE 

REASON FOR DEVIATION 

3. 

Upgrading and extension 
of existing “Network” 
Survey Suite 

R40 578,30 

M Software 

13 June 2007 

As the Network Survey Suite software 
was being used by the Land Survey 
Division of the Housing and Land 
Directorate, the invitation of tenders was 
dispensed with in terms of Section 

36(1 )(a)(v) of the Supply Chain 
Management Policy. 

4. 

SOW1 : Continued 
Consultancy Services : 
Afrisec Strategic 

Solutions : May 2007 

R91 200 

Afrisec Strategic 
Solutions 

13 June 2007 

The underlying agreement between the 
NMBM and Afrisec Strategic Solutions 
was considered to be invalid and was the 
subject of litigation. Nevertheless, certain 
services and goods have been supplied 
by Afrisec, purportedly in terms thereof. 
Advice had been sought from Senior 
Council as to the responsibility of the 
NMBM in relation to payments claimed by 
Afrisec in terms thereof. Accordingly, and 
in terms of that advice, and without 
conceding the validity of the underlying 
agreement, the official procurement 
process was dispensed with in terms of 
Section 36(1)(a)(v) of the Municipal 

Supply Chain Management Policy. 

5. 

Upgrading of Philips 

Sopho IS3000 PABX 
Telephone System (South 
End Fire Station) and 

R143 097,36 

GijimaAst 

12 June 2007 

As the existing Philips IS3000 PABX 
system required hardware upgrades to 
accommodate the communication 
requirements of the nine satellite fire 
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REASON FOR DEVIATION 


Integration of Satellite 

Fire Station Telephone 
System 




stations and the Centralised Control 

Centre, the invitation of tenders was 
dispensed with in terms of Section 
36(1)(a)(v) of the Municipal Supply Chain 
Management Policy. 

6. 

Emergency repairs at 
Feathermarket Centre 

R19 328,00 

Mzamomhie 
Construction and 
Cleaning 

13 June 2007 

The official procurement process was 
dispensed with in terms of Section 
36(1)(a)(i) of the Municipal Supply Chain 
Management Policy to appoint 

Mzamomhie Construction and Cleaning 
to effect urgent repairs to the Feather 
Market Centre roof. 

7. 

Inaugural meeting of the 
Helenvale Urban 

Renewal Programme : 1 
March 2007 

R9 933,50 - 
Venue hire 
and launch 

R2 085,00 - 
Hiring of 
buses 

Connex Travel 

22 June 2007 

Due to the unavailability of alternate 
venues except Pine Lodge, the invitation 
of tenders was dispensed with in terms of 
Section 36(1)(a)(v) of the Municipal 

Supply Chain Management Policy. 
Authority was also granted for the hiring 
of buses for the transport of the 
community from Helenvale to Pine Lodge 
Resort. 

8. 

SOW2 : Street 

Surveillance : Afrisec 
Strategic Solutions : May 
2007 

R319 200 

Afrisec Strategic 
Solutions 

13 June 2007 

The underlying agreement between 

NMBM and Afrisec Strategic Solutions 
was considered to be invalid and was the 
subject of litigation. Nevertheless, certain 
services and goods have been supplied 
by Afrisec, purportedly in terms thereof. 
Advice has been sought from Senior 
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DATE 

REASON FOR DEVIATION 






Council as to the responsibility of the 
NMBM in relation to payments claimed by 
Afrisec in terms thereof. Accordingly, and 
in terms of that advice, and without 
conceding the validity of the underlying 
agreement, the official procurement 
process was dispensed with in terms of 
Section 36(1)(a)(v) of the Municipal 

Supply Chain Management Policy. 

9 

Nelson Mandela Bay 
Logistics Park : Contract 
Sum Increase for 
NMBLP01/CIV/MC 

R75 000 

WK-Wynfords JV 

13 June 2007 

Due to escalation resulting from a 
renewed validity period and the actual 
inflation indices being much higher than 
forecast in the contingency allowance, the 
invitation of tenders was dispensed with 
in terms of Section 36(1)(a)(v) of the 
Municipal Supply Chain Management 
Policy. 

10 

Contract 5350X : 
Rehabilitation/ 
construction of Mimosa 
and Hyacinth Stormwater 
outfalls : Increase in 
approved contract 
amount 

R432 844,28 

Masakeni 

Construction 

13 June 2007 

In order to compensate for additional 
costs incurred as a result of the site being 
abandoned for a period of six months due 
to the liquidation of Amafela and major 
rainfall damage, the invitation of tenders 
was dispensed with in terms of Section 
36(1)(a)(v) of the Municipal Supply Chain 
Management Policy. 

11. 

SOWS : Payment to 

Afrisec Security Solutions 
in respect of Integrated 

R1 152 043,60 

Afrisec Strategic 
Solutions 

22 June 2007 

The underlying agreement between the 
NMBM and Afrisec Strategic Solutions 
was considered to be invalid and was the 




184 


NELSON MANDELA BAY METROPOLITAN MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008 

36.3 Supply Chain Management Policy (continued) 

NO. 

CONTRACT 
DESCRIPTION/ 
CONTRACT NUMBER 

CONTRACT 

VALUE 

NAME OF 
SERVICE 
PROVIDER 

APPROVAL 

DATE 

REASON FOR DEVIATION 


Security System : Central 
Control Room, South End 
Fire Station Headquarters 




subject of litigation. Nevertheless, certain 
services and goods have been supplied 
by Afrisec, purportedly in terms thereof. 
Advice was sought from Senior Council 
as to the responsibility of NMBM in 
relation to payments claimed by Afrisec in 
terms thereof. Accordingly, and in terms 
of that advice, and without conceding the 
validity of the underlying agreement, the 
official procurement process was 
dispensed with in terms of Section 
36(1)(a)(v) of the Municipal Supply Chain 
Management Policy. 

12. 

Upgrading and extension 
of existing GPS (Global 
Positioning System) 

R250 629,00 

Geo Systems Africa 

13 June 2007 

As the GPS (Global Positioning System) 
software currently used by the Land 

Survey Division of the Housing and Land 
Directorate was purchased from Geo 
Systems Africa, the official procurement 
process was dispensed with in terms of 
Section 36(1)(a)(v) of the Municipal 

Supply Chain Management Policy. 

13. 

Nelson Mandela Bay 
Logistics Park Contract 
sum increase for 
NMBLP01/GH/MC : 
Construction of entrance 
building and substation 

R66 570,00 

Dekon Projects 

13 June 2007 

As essential additional items were 
identified after the contract was awarded, 
the invitation of tenders was dispensed 
with in terms of Section 36(1)(a)(v) of the 
Municipal Supply Chain Management 
Policy. 
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REASON FOR DEVIATION 

14. 

Extension of access 
control systems for City 

Hall 

R259 780,92 

ID Control Solutions 

13 June 2007 

Since the contractor provides an access 
control service at most of the municipal 
buildings, the invitation of tenders was 
dispensed with in terms of Section 
36(1)(a)(v) of the Municipal Supply Chain 
Management Policy. 

15. 

Upgrade to ArcGis Server 

R9 462 

GIMS 

15 June 2007 

Based on the fact that GIMS is the sole 
provider of the software used by the 

NMBM and accordingly the only supplier 
able to effect the upgrade to the ArcGIS 
Server, the invitation of tenders was 
dispensed with in terms of Section 
36(1)(a)(v) of the Municipal Supply Chain 
Management Policy. 

16 

SOW16 : CCTV Link 
between Central Control 
Room and Disaster 
Management 

R265 347,12 

Afrisec Strategic 
Solutions 

25 June 2007 

The underlying agreement between the 
NMBM and Afrisec Strategic Solutions 
was considered to be invalid and was the 
subject of litigation. Nevertheless, certain 
services and goods have been supplied 
by Afrisec, purportedly in terms thereof. 
Advice was sought from Senior Council 
as to the responsibility of NMBM in 
relation to payments claimed by Afrisec in 
terms thereof. Accordingly, and in terms 
of that advice, and without conceding the 
validity of the underlying agreement, the 
official procurement process was 
dispensed with in terms of Section 
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36(1)(a)(v) of the Municipal Supply Chain 
Management Policy. 

17 

License renewal contract 
with Matsema (Pty) Ltd 

R372 535,33 

Matsema (Pty) Ltd 

25 June 2007 

As the Application Development Section, 
Information Technology Division, the 
Corporate Administration Directorate 
used Gupta for the development of all in- 
house corporate and divisional 
application systems. Matsema (Pty) Ltd 
being the sole supplier of Gupta in South 
Africa, the invitation of tenders was 
dispensed with in terms of Section 
36(1)(a)(ii) of the Municipal Supply Chain 
Management Policy. 

18. 

SOW1 : Ongoing 
Consultancy Services : 
Afrisec Strategic 

Solutions : March 2007 

R91 200 

Afrisec Strategic 
Solutions 

31 May 2007 

The underlying agreement between the 
NMBM and Afrisec Strategic Solutions 
was considered to be invalid and was the 
subject of litigation. Nevertheless certain 
services and goods have been supplied 
by Afrisec, purportedly in terms thereof. 
Advice was sought from Senior Council 
as to the responsibility of the NMBM in 
relation to payments claimed by Afrisec in 
terms thereof. Accordingly, and in terms 
of that advice, and without conceding the 
validity of the underlying agreement, the 
official procurement process was 
dispensed with in terms of Section 
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36(1)(a)(v) of the Municipal Supply Chain 
Management Policy. 

19. 

SOW1 : Ongoing 
Consultancy Services : 
Afrisec Strategic 

Solutions : April 2007 

R91 200 

Afrisec Strategic 
Solutions 

31 May 2007 

The underlying agreement between the 
NMBM and Afrisec Strategic Solutions 
was considered to be invalid and was the 
subject of litigation. Nevertheless, certain 
services and goods have been supplied 
by Afrisec, purportedly in terms thereof. 
Advice was sought from Senior Council 
as to the responsibility of the NMBM in 
relation to payments claimed by Afrisec in 
terms thereof. Accordingly, and in terms 
of that advice, and without conceding the 
validity of the underlying agreement, the 
official procurement process was 
dispensed with in terms of Section 
36(1)(a)(v) of the Municipal Supply Chain 
Management Policy. 

20 

SOW2 : Lease 

Agreement Street 
Surveillance : April 2007 

R319 200 

Afrisec Strategic 
Solutions 

31 May 2007 

The underlying agreement between the 
NMBM and Afrisec Strategic Solutions 
was considered to be invalid and was the 
subject of litigation. Nevertheless certain 
services and goods have been supplied 
by Afrisec, purportedly in terms thereof. 
Advice was sought from Senior Council 
as to the responsibility of the NMBM in 
relation to payments claimed by Afrisec in 
terms thereof. Accordingly, and in terms 
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of that advice, and without conceding the 
validity of the underlying agreement, the 
official procurement process was 
dispensed with in terms of Section 
36(1)(a)(v) of the Municipal Supply Chain 
Management Policy. 

21 

SOW2 : Lease 

Agreement Street 
Surveillance : March 2007 

R319 200 

Afrisec Strategic 
Solutions 

31 May 2007 

The underlying agreement between the 
NMBM and Afrisec Strategic Solutions 
was considered to be invalid and was the 
subject of litigation. Nevertheless certain 
services and goods have been supplied 
by Afrisec, purportedly in terms thereof. 
Advice was sought from Senior Council 
as to the responsibility of NMBM in 
relation to payments claimed by Afrisec in 
terms thereof. Accordingly, and in terms 
of that advice, and without conceding the 
validity of the underlying agreement, the 
official procurement process was 
dispensed with in terms of Section 
36(1)(a)(v) of the Municipal Supply Chain 
Management Policy. 

22. 

SOW26 : Emergency 
Access Control 17*^ Floor 
Brister House 

R110 110,45 

Afrisec Strategic 
Solutions 

31 May 2007 

The underlying agreement between the 
NMBM and Afrisec Strategic Solutions 
was considered to be invalid and was the 
subject of litigation. Nevertheless certain 
services and goods have been supplied 
by Afrisec, purportedly in terms thereof. 
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Advice was sought from Senior Council 
as to the responsibility of NMBM in 
relation to payments claimed by Afrisec in 
terms thereof. Accordingly, and in terms 
of that advice, and without conceding the 
validity of the underlying agreement, the 
official procurement process was 
dispensed with in terms of Section 
36(1)(a)(v) of the Municipal Supply Chain 
Management Policy. 

23. 

Appointment of 

Consultant : Groundwater 
Investigation 

R200 000, 
dual funded 
between 

DWAF, WRC 
and NMBM 

Groundwater Africa 

4 July 2007 

As the consultant had already been 
commissioned by another organ of state 
to do the same work and the study is a 
dual study funded between DWAF, WRC 
and NMBC, the official procurement 
process was dispensed with in terms of 
Section 36(1)(a)(v) of the Municipal 

Supply Chain Management Policy. 

24. 

Replacement of IT Server 
Security Device 

Equipment for the 
prepayment vending & 
meter reading system 

R60 602,50, 
exclusive of 
VAT 

Dimension Data 

9 February 

2007 

The official procurement process was 
dispensed with in terms of Section 
36(1)(a)(v) of the Municipal Supply Chain 
Management Policy, as it was regarded 
impractical to procure the Security 

Devices (Fire Walls) by calling for three 
written quotations, for the following 
reasons: 

1. The equipment required is a critical but 
small element of an existing larger 
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network configuration and the introduction 
of another service provider would make it 
impossible to determine responsibility and 
attribute accountability in the case of a 
communication problem or security leak, 
which would seriously affect the 
operations of the system. 

2. It is critical that the supplier of the 
Security Devices (Fire Walls) fully 
understand ALL elements of the 
configuration and networking of our 
current system in order to ensure the 
uninterrupted effective operation of the 
Prepayment Vending and Meter Reading 
Systems. Therefore, the risk of allowing 
another supplier to become involved in a 
critical but small element of the current 
security and network layouts was too 
high. 

3. All the configurations, setup of IP 
addresses, routers, switches and security 
devices in respect of the System were 
originally procured from, installed, 
commissioned and were being managed 
and maintained by Dimension Data, who 
has an intimate knowledge of the 
workings of the network. 
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25. 

Payment to Simunye 
Caterers for the National 
Youth Service Volunteer 
Campaign Launch 
Programme 

R24 000 
inclusive of 

VAT 

Simunye Caterers 

25 May 2007 

The official procurement process was 
dispensed with in terms of Section 
36(1)(a)(v) of the Municipal Supply Chain 
Management Policy, as many companies 
were closed for business during the 
December holiday period and the only 
company able to open its kitchen at short 
notice, was Simunye Caterers. 

26. 

Entering into contracts 
with Transunion Credit 
Bureau (Pty) Ltd and 
Esperian South Africa 
(Prop.) Ltd 


Transunion Credit 
Bureau (Pty) Ltd and 
Esperian South Africa 
(Prop.) Ltd 

22 May 2007 

As defaulters were recorded on the data 
base of the respective service providers, 
the Municipality would be able to take 
advantage of that, and that the invitation 
of tenders be dispensed with in terms of 
Section 36(1)(a)(v) of the Municipal 

Supply Chain Management Policy, and 
that contracts be entered into with both 
Transunion Credit Bureau (Pty) Ltd and 
Esperian South Africa (Prop.) Ltd for 

Debtor Management and Assistance to 
the Poor sections of Revenue 

Management and Customer Care : 

Budget and Treasury to obtain various 
types of credit information on consumers, 
to assist in the collection of overdue 
accounts and for the verification of 
applications for the Assistance to the 

Poor subsidy. 
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27. 

Request for Aerial 
Photography and Digital 
Orthophoto Mapping of a 
greater part of the Nelson 
Mandela Bay Municipality 

R1 128 600 
inclusive of 

VAT 

Kwena Aerial Surveys 

22 May 2007 

As the Municipality would derive benefit 
from saving time and money, the 
invitation of tenders was dispensed with 
in terms of Section 36(1)(a)(v) of the 
Municipal Supply Chain Management 
Policy. 

28. 

Acquisition of additional 
computer aided CAD 
draughting licenses from 
Micrographics 

R41 256, 
exclusive of 
VAT 

Micrographics 

22 May 2007 

As the AutoCAD software programme 
had already been procured by the 

Housing and Land and Electricity and 
Energy Directorates, and in order to 
standardize AutoCAD software as a 
means of draughting, the invitation of 
tenders was dispensed with in terms of 
Section 36(1)(a)(v) of the Municipal 

Supply Chain Management Policy. 

29. 

Purchase and upgrade of 
Alchemy System 

R37 680, 
inclusive of 

VAT 

Metrofile 

22 May 2007 

As this software was already being used 
by the Directorate, the invitation of 
tenders was dispensed with in terms of 
Section 36(1)(a)(v) of the Municipal 

Supply Chain Management Policy. 

30. 

Visit of Beira delegation : 
6-9 May 2007 

R19 500 

Beach Hotel 

Budget Car Rental 

Blue Waters Cafe 

Cld Austria 

Restaurant Spur 

21 May 2007 

Authority was granted to depart from the 
Supply Chain Management Policy in 
terms of Section 36(1)(a)(v) on the basis 
that it was impractical to provide for 
hospitality related items by utilising the 
procedures laid down in the policy. 
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31. 

Modification and 

Additions to the IVR 
Electronic Help Desk for 
the Electricity and Energy 
Business Unit 

R106 000 
exclusive of 
VAT 

Siemens Business 
Services 

25 May 2007 

The invitation of tenders was dispensed 
with in terms of Section 36(1)(a)(v) of the 
Municipal Supply Chain Management 
Policy, as Siemens Business Services 
was the only company authorised to do 
modifications and additions to the system 
in terms of the IVR contract between 

Nelson Mandela Bay Municipality and 
Siemens (Contract 1737). 

32. 

Repairs to Computerised 
Weighbridge at Arlington 
Waste Disposal Site 

R1 9 684,20 
exclusive of 
VAT 

SA Scale Co 

25 May 2007 

The invitation of tenders was dispensed 
with in terms of Section 36(1)(a)(i) of the 
Municipal Supply Chain Management 
Policy, and SA Scale Co was appointed 
to effect urgent repairs to the weighbridge 
at the Arlington Site after normal working 
hours. 

33. 

Repair and installation of 
66kV cable at 

Kwanobuhle, Uitenhage 

R71 8 533,43 
excluding VAT 

CBI Electric 

22 May 2007 

The invitation of tenders was dispensed 
with in terms of Section 36(1)(a)(i) of the 
Municipal Supply Chain Management 
Policy, and CBI Electric was appointed to 
provide and install cable and accessories 
to effect emergency repairs to maintain 
the electricity supply in KwaNobuhle. 

34. 

Payment to Afrisec 
Strategic Solutions : 
Integrated Security 

System for Customer 

Care Office in New 

R501 352,86 

Afrisec Strategic 
Solutions 

17 July 2007 

The underlying agreement between the 
NMBM and Afrisec Strategic Solutions 
was held to be invalid by the High Court. 
Nevertheless, certain services and goods 
have been supplied by Afrisec, 
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Brighton, Budget and 
Treasury Directorate 




purportedly in terms thereof. Advice was 
sought from Senior Council as to the 
responsibility of NMBM in relation to 
payments claimed by Afrisec in terms 
thereof. Accordingly, and in terms of that 
advice, and without conceding the validity 
of the underlying agreement, the official 
procurement process was dispensed with 
in terms of Section 36(1)(a)(v) of the 
Municipal Supply Chain Management 
Policy. 

35. 

Payment to Afrisec 
Strategic Solutions : 
Integrated Security 

System : Supply and 
Installation of CCTV 
Cameras along 
beachfront 

R520 640,39 

Afrisec Strategic 
Solutions 

4 June 2007 

The underlying agreement between 

NMBM and Afrisec Strategic Solutions 
was held to be invalid by the High Court. 
Nevertheless, certain services and goods 
have been supplied by Afrisec, 
purportedly in terms thereof. Advice was 
sought from Senior Council as to the 
responsibility of NMBM in relation to 
payments claimed by Afrisec in terms 
thereof. Accordingly, and in terms of that 
advice, and without conceding the validity 
of the underlying agreement, the official 
procurement process was dispensed with 
in terms of Section 36(1)(a)(v) of the 
Municipal Supply Chain Management 
Policy. 
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36. 

Executive Protection : 
Training Requirements 

R32 750 per 
officer, for 12 
officers, 
inclusive of 
subsistence 
allowance 

Dynamic Alternative 
Specialised Security 
Consultants and 
Training 

30 July 2007 

Due to the sensitive and high profile type 
of work performed by Executive 

Protection Officers, it was deemed a 
security risk to obtain general quotes. 
Hence, the invitation of tenders was 
dispensed with in terms of Section 
36(1)(a)(v) of the Municipal Supply Chain 
Management Policy. 

37. 

Payment for 
advertisement in Nelson 
Mandela Bay Review 

R41 610 

Nelson Mandela Bay 
Review 

20 July 2007 

The invitation of tenders was dispensed 
with in terms of Sections 36(1)(a)(ii) and 
(v) of the Municipal Supply Chain 
Management Policy, as it was impractical 
to follow the official tender processes to 
advertise in and obtain 1 000 copies of 
the Nelson Mandela Bay Review, the sole 
supplier of this publication. 

38. 

Service level agreements 
with UDDI 


UDDI 

4 July 2007 

The establishment of UDDI was facilitated 
by the NMBM to pursue its economic 
development agendas and is funded for 
this purpose. It would accordingly not be 
possible or practical to acquire this 
service through public competition, hence 
the invitation of tenders was dispensed 
with in terms of Section 36(1)(a)(v) of the 
Municipal Supply Chain Management 
Policy. 
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39. 

Expansion of existing 
telephone system : Office 
of the Executive Director : 
World Cup 2010 

R27 495,00, 
inclusive of 

VAT 

Siemens 

25 June 2007 

The invitation of tenders was dispensed 
with in terms of Section 36(1)(a)(ii) and 
(v) of the Municipal Supply Chain 
Management Policy, as Siemens was the 
supplier of the existing telephone system 
in Kwantu Towers, which needed to be 
extended to serve the additional 
requirements of the FIFA World Cup 
Directorate. 

40. 

Approval of expenditure 
incurred in respect of the 
Multi-Party Women 

Caucus Strategy Planning 
Workshop on 3 May 2007 

R7 110,00 

Protea Edward Hotel 

21 May 2007 

In view of the due diligence exercised by 
Ms N Ndwayana, Cffice of the Speaker, 
to obtain the required number of quotes 
from service providers, the deviation from 
procurement procedures be condoned in 
terms of Section 36(1 )(a)(v) of the Supply 
Chain Management Policy. 

41. 

Contract 2218 : 
Disconnection/Inspection 
and restore of water 
supply 


Concorde Metering 

CC 

25 June 2007 

The invitation of tenders was dispensed 
with in terms of Section 36(1)(a)(v) of the 
Municipal Supply Chain Management 
Policy to extend the contract of the 
current service provider for a period not 
exceeding six months, on condition that 
the Directorate calls for fresh tenders. 

42. 

Purchase of a FIA 

Chloride Channel and a 
Phosphate Digestion 

Block 

R118 134,00, 
inclusive of 

VAT 

Anatech Instruments 
(Pty) Ltd 

25 June 2007 

As the equipment currently being used by 
the Directorate was a Lachat product, the 
invitation of tenders was dispensed with 
in terms of Section 36(1 )(a)(ii) of the 

Supply Chain Management Policy, and 
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the equipment was purchased from 
Anatech Instruments (Pty) Ltd, the sole 
supplier of the equipment. 

43. 

Maintenance/Repairs on 
Inductively Coupled 

Plasma Optical Emission 
Spectrometer 

R20 845,05, 
inclusive of 

VAT 

Industrial Analytical 
Sciences (Perkin 

Elmer) 

25 June 2007 

During the maintenance of the ICP-OES, 
the service technician realised that the 
equipment needed an ICP 24V Power 

One, which he installed. The ICP 
urgently needed the power supply to 
prevent delays on result reporting. 

Hence, the invitation of tenders was 
dispensed with in terms of Section 
36(1)(a)(v) of the Municipal Supply Chain 
Management Policy. 

44. 

Contract HL/00017 : 
Appointment of 
Professional Service 
Providers for proposed 
upgrade of the Langa 
Memorial, Uitenhage 

R225 000,00, 
exclusive of 
VAT 

KWMH Quantity 
Surveyors 

Stewart Scott (Pty) Ltd 
Consulting Engineers 

25 June 2007 

Because of the uniqueness of this project, 
i.e. having been advertised as a design 
competition and the service provider’s 
involvement in the proposal, which won 
first prize in the Architectural Competition, 
the proposed appointment would thus 
constitute an assignment that represents 
a natural continuation of previous work 
carried out by the service providers, 
hence the invitation of tenders was 
dispensed with in terms of Section 
36(1)(a)(v) of the Municipal Supply Chain 
Management Policy. 
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45. 

Contract 2206 : 
Disconnection/Inspection 
and reconnection of 
electricity supply 


Alex Maintenance & 
Electrical Services CC 

25 June 2007 

The invitation of tenders was dispensed 
with in terms of Section 36(1)(a)(v) of the 
Municipal Supply Chain Management 
Policy to extend the contract of the 
current service provider for a period not 
exceeding six months, on condition that 
the Directorate calls for fresh tenders. 

46. 

Increase in tender 
amount : Drivers Licence 
Test Centre, Cuyler 

Street, Uitenhage 

R250 000 

Zama Projects 

25 June 2007 

As essential additional items were 
identified during the renovation process, 
the invitation for tenders was dispensed 
with in terms of Section 36(1)(a)(v) of the 
Municipal Supply Chain Management 
Policy and the approved contract amount 
was increased by R250 000,00 from R2 
032 456,14, exclusive of VAT to 

R2 282 456,14, exclusive of VAT. 

47. 

Purchase of Corporate 

Gifts 

R36 725,10 

Various Suppliers 

29 August 2007 

In view of the uniqueness of the products 
to be acquired as gifts to be handed out 
to international visitors, the invitation of 
tenders was dispensed with in terms of 
Section 36(1)(a)(v) of the Municipal 

Supply Chain Management Policy. 

48. 

OSM 10 Refurbished 
Switchgear 

R59 535,00, 
plus VAT 

ABB South Africa 
(Pty) Limited 

29 August 2007 

As ABB South Africa (Pty) Ltd was the 
sole supplier of components and spares 
for the Reyrolle OSM 10 circuit breakers 
in South Africa, the invitation of tenders 
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was dispensed with in terms of Section 
36(1)(a)(ii) of the Municipal Supply Chain 
Management Policy. 

49. 

Data World : Provision 
and Integration of 
Application Software with 
Value Assist 3.0 Systems 

R560 880,00, 
inclusive of 

VAT 

Data World 

29 August 2007 

As Data World was the sole provider of 
the Value Assist 3.0 Systems as well as 
the mobile devices used to operate the 
programme and the integration thereof, 
and the system was currently being used 
by the Directorate, the invitation of 
tenders was dispensed with in terms of 
Section 36(1)(a)(ii) of the Municipal 

Supply Chain Management Policy. 

50. 

Repairs to 

Swartkops/Mount Road 1 
& 2 kV Underground 
Cables 

R734 590,40, 
exclusive of 
VAT 

CBI Electric African 
Cables 

27 August 2007 

In order to ensure continuity of electricity 
supply in Port Elizabeth, emergency 
repairs had to be carried out on two 
cables which had been damaged by 
contractors at two different sites. CBI 
was also the only company able to effect 
repairs to the damaged cable. Hence the 
invitation of tenders was dispensed with 
in terms of Section 36(1)(a)(i) of the 
Municipal Supply Chain Management 
Policy. 

51. 

Nelson Mandela Bay 
Multi-Purpose Stadium : 
Bulk Sewer Connection : 
Increase in approved 
contract price 

R416 856,31 

Vaduba Investments 

CC 

29 August 2007 

Due to the increase in the scope of works 
as a result of stadium design changes 
during the detail design stage of the 
project, the action of the Executive 

Director in dispensing with the invitation 
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of tenders in terms of Section 36(1)(a)(ii) 
and (v) of the Municipal Supply Chain 
Management Policy and authorising the 
additional work and expenditure, was 
condoned. 

52. 

Fit and supply of security 
doors by Trellidor 

R11 260,53 

Trellidor 

6 September 
2007 

As it was impractical at the time to follow 
the official procurement procedure due to 
the need to safeguard the newly acquired 
furniture and office equipment, the 
invitation of tenders was dispensed with 
in terms of Section 36(1)(a)(v) of the 
Municipal Supply Chain Management 
Policy. 

53. 

2010 World Cup: 
Procurement of Specialist 
Services for 

Transportation Projects 

R640 000 

Stewart Scott and 
Khuthele 

6 September 
2007 

As the first, second and third phases of 
the specialist investigations into the 
Transport Priority Statements had been 
carried out by Stewart Scott and 

Khuthele, the invitation of tenders was 
dispensed with in terms of Section 
36(1)(a)(v) of the Municipal Supply Chain 
Management Policy. 

54. 

Installation of 
photocopiers in libraries 

R1 200 per 
month for 6 
months per 
machine, for 

10 machines 

Xerox 

6 September 
2006 

The action of the Directorate in 
authorising Xerox to install 10 coin- 
operated rental photocopy machines in 
various municipal libraries in the 
assumption that tenders had been invited 
by Stores, was condoned in terms of 
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Section 36(1 )(b) of the Supply Chain 
Management Policy. 

55. 

Upgrading of eight PABX 
Telephone Systems and 
integration of satellite fire 
station’s telephone 
systems 

R399 744,42, 
inclusive of 

VAT 

Gijima Ast Holding 
(Pty) Ltd 

27 June 2007 

As the existing Phillips IS3000 PABX 
system required hardware upgrades at 
eight of the satellite fire stations in order 
to facilitate and incorporate all the 
existing fire stations’ PABX telephone 
systems into one operational unit and to 
utilise the new wireless communication 
network being set up in the Metro, the 
invitation of tenders was dispensed with 
in terms of Section 36(1)(a)(v) of the 
Municipal Supply Chain Management 
Policy. 

56. 

Appointment of 
Professional Service 
Providers for proposed 
enclosure of the Newton 
Park Swimming Pool : Erf 
2178, Newton Park, Port 
Elizabeth 

R950 000,00, 
exclusive of 
VAT 

Pulana Baxter 

Quantity Surveyors, 
Structural Solutions 
Consulting Engineers, 
and Clinkscales 
Maughan-Brown (Pty) 
Limited 

27 June 2007 

Because of the uniqueness of the 
abovementioned project, i.e. having been 
advertised as a design competition and 
the consultant’s involvement in the 
proposal, which won first prize in the 
Architectural Competition and the 
proposed appointment would thus 
constitute an assignment that represents 
a natural continuation of previous work 
carried out by the firm, the invitation of 
tenders was dispensed with in terms of 
Section 36(1)(a)(v) of the Municipal 

Supply Chain Management Policy. 
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57. 

Contract 176/04/02 : 

Annual tender for 
provision of Professional 
civil Engineering 

Consulting Services : 
Extension of Contract 
Period 

As and when 
required 

Various 

27 June 2007 

As the contract had already expired, the 
invitation of tenders was dispensed with 
in terms of Section 36.1 (a)(v) of the 

Supply Chain Management Policy, and 
the validity period of Contract 176/04/02 
for the provision of professional civil 
engineering consulting services, was 
extended on a month-to-month basis until 
such time as the new tender for the 
2007/08 financial year has been awarded, 
not exceeding six months. 

58. 

Extension of Contracts 

PEE 3269, PEE 3268 and 
PEE 3265 

As and when 
required 

Various 

30 July 2007 

As the contracts had already expired and 
the new contracts would not be awarded 
before September 2007, the invitation of 
tenders was dispensed with in terms of 
Section 36(1)(a)(v) of the Municipal 

Supply Chain Management Policy, and 
the contracts was extended for a further 
two months, i.e. until 30 September 2007. 

59. 

Payment for Contract 
Security Services 
rendered 

R1 7 865,82 

Khulani Fidelity 

30 July 2007 

As the security service had already been 
rendered and the account had to be paid, 
and because Khulani Fidelity was already 
providing a Security Service in Happy 
Valley, the invitation of tenders was 
dispensed with in terms of Sections 

36(1 )(a)(i) and (v) of the Supply Chain 
Management. 
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60. 

Training Courses : 
Environmental Services 

R106 775,00 

NMMU and GIMS 

30 July 2007 

As the training courses had already been 
attended by Environmental Services 
Directorate staff members and the 
University and GIMS were the sole 
providers of such training in this area, the 
action of the Executive Director : 
Environmental Services in authorising the 
staff members to attend the training 
courses was condoned and the invitation 
for tenders was dispensed with in terms 
of Section 36(1)(a)(v) of the Municipal 
Supply Chain Management Policy. 

61. 

Payment to Maqadi 

Ayanda Transport for 
services rendered during 
flood emergency - 
August 2006 

R232 713,90 

Maqadi Ayanda 
Transport 

30 July 2007 

The invitation for tenders was dispensed 
with in terms of Sections 36(1)(a)(i) and 
(v) of the Municipal Supply Chain 
Management Policy to pay Maqadi 

Ayanda Transport the full and final 
amount of R232 713,90, whose services 
were engaged during the period 2-17 
August 2006 to clean blocked stormwater 
drains during the flood emergency. 

62. 

Temporary extension of 
contract period for the 
wastewater conveyance : 
Annual maintenance 
contracts 

As per 
previous 
tender amount 

Enviro-Tech CC 

Alliance Plumbers & 
Civils 

J K Structures 

2 August 2007 

The motivation of the Directorate for the 
dispensing with the invitation of tenders 
and the extension of contract numbers 
C5266, C5267 and C5268 on a limited 
month-to-month basis was that the said 
contracts had now expired and the 
process of inviting fresh tenders was in 
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Khulani Brick and 
Blocks CC 


hand. The motivation for the dispensing 
with the invitation of tenders and the 
extension of Contract 5263 on a month to 
month basis is that the tender for 
renewable energy, which will be using the 
sludge from the Fishwater Flats Water 
Reclamation works, i.e. Lereko 

Consortium, the successful tenderer, is 
not in a position to start operating as yet, 
as it was still finalising its plans and the 
agreement with the Municipality. 

63. 

Extension of Contract 

3263 : Medium and Low 
Voltage Cable Laying and 
CDU Installations 

As and when 
required 

Various contractors 

2 August 2007 

As the contract had already expired and 
the new contract would not be awarded 
before mid August 2007, the invitation for 
tenders was dispensed with in terms of 
Section 36(1)(a)(v) of the Municipal 

Supply Chain Management Policy, and 
the current contracts were extended for a 
period not exceeding two months. 

64. 

Confederation of African 
Football (CAF) 50'^ 
Anniversary: Manufacture 
of vehicle branding by 
Sharpline Signs and 
Graphics for sponsored 
Volkswagen vehicles 

R9 660,00 

Sharpline Signs and 
Graphics 

6 September 
2007 

In view of the conditions imposed by 
Volkswagen that the branding of the 
vehicles sponsored by it for the 
Confederation of African Football (CAF) 
50*^ Anniversary Celebrations be 
manufactured by its own service provider, 
i.e. Sharpline Signs and Graphics, and 
paid for by the NMBM, the invitation for 
tenders was dispensed with in terms of 
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Section 36(1)(a)(v) of the Municipal 

Supply Chain Management Policy. 

65. 

Confederation of African 
Football (CAF) 50*^ 
Anniversary: Mayoral 
welcoming civic reception 
- 3 September 2007 

R109 039,86 

TBC 

SGB Scaffolding 
Operative Hire 

The Food Factory 

Hire It 

SAB 

Domestic Distributors 
Jenny 

Stage Audio Works 
Denzil Africa 

Usiba Noncwadi 

6 September 
2007 

Due to the short notice received from 

SAFA for the welcoming reception, which 
made it impossible to follow the official 
tender procedures, the invitation for 
tenders was dispensed with in terms of 
Section 36(1)(a)(v) of the Municipal 

Supply Chain Management Policy. 

66. 

International Habitat Day 

R83 970,58 

Nelson Mandela Bay 
Event Hire 

Adhoc productions 
Operative Business 
Trust 

Siba’s Butchery 

25 September 
2007 

As it was impractical and impossible to 
follow the official procurement processes 
for the delivery of services and goods due 
to time constraints, the invitation for 
tenders was dispensed with in terms of 
Section 36(1)(a)(v) of the Municipal 

Supply Chain Management Policy. 

67. 

Construction of a recycled 
timber walkway, Pollok 
Beach in front of 
Summerseas 
development 

R88 828,80 

Polytimber 

1 October 2007 

Due to the fact that the tenderer could not 
fulfil its obligations through no fault of his 
own and had already procured the 
material on site, the invitation for tenders 
was dispensed with in terms of Section 
36(1)(a)(v) of the Municipal Supply Chain 
Management Policy, and Polytimber was 
authorised to complete the plastic timber 
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walkway at Pollok Beach in front of the 
Summerseas development. 

68. 

Venue hire: Breakfast 
panel discussion by Moral 
Regeneration Movement 
Committee and various 
stakeholders of NMBM - 
7 September 2007 

R21 223,32 

Protea Marine Hotel 

14 September 
2007 

Bearing in mind the fact that three written 
quotations were received and that the 
lowest quote was accepted, and that 
Tradeworld registered suppliers were not 
available, the invitation for tenders was 
dispensed with in terms of Section 
36(1)(a)(v) of the Municipal Supply Chain 
Management Policy. 

69. 

Procurement of T-shirts 
for International Habitat 
Day - 30 September 

2007 

R71 785,80 

Dumisa Design and 
Advertising 

1 October 2007 

The invitation for tenders was dispensed 
with in terms of Section 36(1)(a)(v) of the 
Municipal Supply Chain Management 
Policy, as it was impractical and 
impossible to follow the official 
procurement processes for the delivery of 
goods and services, due to time 
constraints in respect of arrangements for 
the International Habitat Day which was 
held on 30 September 2007. 

70. 

Afrisec Strategic 

Solutions - Installation of 
CCTV street surveillance 
system and linking to 
central control room 
(SOW2) 

R280 000, 
excl VAT 

Afrisec Strategic 
Solutions 

10 September 
2007 

As it was impractical to follow the official 
tender procedures (continuity, 
standardisation and financial purposes), 
the invitation for tenders was dispensed 
with in terms of Section 36(1)(a)(v) of the 
Municipal Supply Chain Management 
Policy. 
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71. 

Contract Enquiry 13/4 : 
Maintenance of clinic floor 


Current Service 
Providers 

9 October 2007 

As the contract had already expired and 
there was a need to carry on with 
maintenance until such time as fresh 
tenders had been adjudicated, the 
invitation for tenders was dispensed with 
in terms of paragraph 36(1 )(v) of the 
Municipal Supply Chain Management 
Policy and the contract with the previous 
service providers was extended on a 
month-to-month basis, but not beyond 31 
December 2007. 

72. 

Payment of caterers 

R995,00 

Brister House Snack 
Bar 

9 October 2007 

As the service had already been provided 
and the NMBM is contractually bound to 
make the payments, the invitation for 
tenders was dispensed with in terms of 
Section 36(1)(a)(v) of the Municipal 

Supply Chain Management Policy, and 
Brister House Snack Bar was paid the 
amount of R995,00 for the provision of a 
light finger lunch on two occasions at 
short notice. 

73. 

Extension of 

Appointment: Risk 
Management and Short 
Term Insurance 
Intermediary 


Faranani Risk 

Solutions 

9 October 2007 

In order to bring the Risk Management 
and Short-Term Insurance Intermediary 
appointment in line with the insurance 
review date, the invitation for tenders was 
dispensed with in terms of Section 
36(1)(a)(v) of the Municipal Supply Chain 
Management Policy to extend the 
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appointment of Faranani Risk Solutions 
for a period of six months until 30 June 
2008. 

74. 

Purchase of swimming 
equipment for High Street 
Swimming Pool from 
Uitenhage Amateur 
Swimming Club 

R1 5 000,00 

Uitenhage Amateur 
Swimming Club 

9 October 2007 

The invitation for tenders was dispensed 
with in terms of Section 36(1)(a)(v) of the 
Municipal Supply Chain Management 
Policy and equipment which had been 
acquired by the previous lessee of the 
Uitenhage High Street Swimming Pool 
during the course of the lease and which 
was required by the Municipality for the 
continued operation of the said swimming 
pool, was purchased from the Uitenhage 
Amateur Swimming Club (previous 
lessee) at a cost of R1 5 000. 

75. 

Funeral of late Councillor 
Derrick Ferreira 

Transport - 
R2 720 

T-shirts - 
R1 3 662,90 

Algoa Bus Company 

Vuyo Safety Gear 

15 October 

2007 

Having regard to the fact that Tradeworld 
registered bus hire companies were not 
available, authority was granted to utilise 
the services of Algoa Bus Company to 
provide transport to attendees of the 
funeral service of the late Councillor D 
Ferreira on 13 October 2007, with the 
provisions of paragraphs 14 to 17 
departed from in terms of Section 
36(1)(a)(v) of the Municipal Supply Chain 
Management Policy. Furthermore, as the 
lowest tenderer approved by the 

Municipal Manager on 12 October 2007 
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was no longer able to supply and deliver 
T-shirts for attendees at the funeral, 
authority was granted to accept the 
quotation of the second lowest tenderer, 
Vuyo Safety Gear, with the provisions of 
paragraphs 14 to 17 departed from in 
terms of Section 36(1 )(a)(v) of the 

Municipal Supply Chain Management 
Policy. 

76. 

International Habitat Day : 
People’s Conference on 
Shelter on 30 September 
and 1 October 2007 at 

New Brighton 

R19 000,00 

Malipume llanga 
Catering and Cleaning 
Services 

9 October 2007 

The supplier approved by the Municipal 
Manager for the hire of a marquee tent for 
the abovementioned event could no 
longer assist, due to irreparable damage 
to the tent in bad weather when it was 
hired out to another company. When the 
other two (unsuccessful) suppliers who 
previously provided quotes were 
approached for assistance, they had 
already hired out their tents and could no 
longer assist. This necessitated the 
Housing and Land Directorate to secure a 
tent at short notice from another supplier 
and Malipume llanga Catering and 

Cleaning Services were able to assist. 

For these reasons, the action of the 

Acting Executive Director : Housing and 
Land to secure a marquee tent from 
another supplier at very short notice in an 
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emergency situation beyond her controi 
was condoned and the invitation of 
tenders was dispensed with in terms of 
Section 36(1)(a)(i) of the Municipai 

Suppiy Chain Management Poiicy. 

77. 

Venue Hire and 

Associated Costs : 4*'^ 
Peopie’s Assembiy - 5 
October 2007 

Venue hire 
inciuding PA 
system, 
draping, 
catering, 
marquee tent, 
staff and big 
screen - R389 
766 

Nzuiuiwazi Haii at 
Coega Viiiage 

9 October 2007 

Having regard to the fact that the oniy 
suitabie venue for the above event, i.e. 
the Feathermarket Centre, was not 
avaiiabie, the use of the Nzuiuiwazi Haii 
at Coega Viiiage, as the venue for the 
Fourth Peopie’s Assembiy on 5 October 
2007, was approved, with the provisions 
of paragraph 17 being departed from in 
terms of Section 36(1 )(a)(v) of the 

Municipai Suppiy Chain Management 
Poiicy. 

78. 

Contract HL/00056 : 
Waimer Enterprise 

Viiiage: Appointment of 
Professionai Service 
Providers for Phase 3 

in terms of 
pubiished 
scaie of fees 

Gavin McLachian 
Architects 

Bham Tayob Khan 
Matunda Quantity 
Surveyors 

Ciinckscaies 
Maughan-Brown 
Consuiting Engineers 

9 October 2007 

As the proposed service providers had 
compieted the preparation of designs and 
documentation for the entire project and 
had been invoived in aii previous phases 
of the project to date, and the proposed 
extension wouid constitute a naturai 
continuation of previous work carried out 
by the firms, the invitation for tenders was 
dispensed with in terms of section 
36(1)(a)(v) of the Municipai Suppiy Chain 
Management Poiicy and the services of 
the aforementioned service providers 
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were extended for Phase 4 of the Walmer 
Enterprise Village Project. 

79. 

Red Location Cultural 
Precinct : Phase 2 : 
Appointment of 
Professional Service 
Providers 


Dojon Financial 
Services cc 

9 October 2007 

As Dojon Financial Services CC had 
been extensively involved with this project 
over a long period of time, and had, inter 
alia, been responsible for the Feasibility 
Study of the Precinct, the drafting of the 
submission of the funding application to 
National Treasury for a Neighbourhood 
Development Partnership Grant for the 
Precinct, and performed extensive 
negotiations and consultations with all 
role-players in the preparation of the 

Project Brief, the invitation for tenders 
was dispensed with in terms of Section 
36(1)(a)(v) of the Municipal Supply Chain 
Management Policy and Dojon Financial 
Services CC was appointed as part of the 
team of consultants for the Preparation of 
an Interactive Business Plan for the 
proposed precinct for Red Location 

Phase 2 : Cultural Precinct project in New 
Brighton. 

80. 

Extension of Contract 

PEE 3268 : Switchgear 
maintenance 


Previous service 
provider 

29 October 

2007 

As the contract had already expired and 
the need to carry on with maintenance 
until such time as fresh tenders had been 
adjudication, the invitation for tenders 
was dispensed with in terms of Section 
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36(1)(a)(v) of the Municipal Supply Chain 
Management Policy and the contract with 
the previous service provider was 
extended on a month-to-month basis but 
not beyond 30 January 2007. 

81. 

Purchase of Asset Bar 
Coding Scanner 

R362 500,00, 
exclusive of 
VAT 

Combined Systems 
Group (Pty) Ltd 

29 October 

2007 

As Combined Systems Group was the 
only supplier of BAUD software that must 
be loaded to PSION hand-held scanners 
required in order to maintain a legally 
compliant movable assets register of the 
Metro, the invitation for tenders was 
dispensed with in terms of Section 
36(1)(a)(v) of the Municipal Supply Chain 
Management Policy and 25 PSION 
handheld W/A MX scanners 128K Flash 
SSD Comms Cable with Bar Coded Asset 
Management System Software was 
purchased from Combined Systems 

Group (Pty) Ltd. 

82. 

Request to extend 
services of BDO Spencer 
Steward Inc. on Strategic 
Approach and technical 
advice to drive Asset 
Management in the 

Metro. 

R29 239,00 
per month, but 
not beyond 

30 December 
2007 

(Exclusive of 
VAT) 

DBO Spencer 

Steward Inc. 

29 October 

2007 

As the contract between the NMBMM and 
DBO Spencer Steward Inc. expired on 30 
September 2007 and the Bar Coding and 
roll-out to BAUD system tender was 
nearing completion, i.e. 30 October 2007, 
and there was a need for the same 
service provider to continue with the 
project, the invitation for tenders was 
dispensed with in terms of Section 
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36(1)(a)(v) of the Municipal Supply Chain 
Management Policy and the contract 
agreement entered into between the 
NMBMM and BDO Spencer Steward Inc. 
to provide strategic approach and 
technical advice to drive the asset 
management projects of the Metro, was 
extended on a month-to-month basis, but 
not beyond 30 December 2007. 

83. 

Refurbished OSM 10 OIL 
Circuit Breakers 

R69 574,00, 
inclusive of 
VAT, each, up 
to a maximum 
value of R2 
million 

ABB South Africa 
(Pty) Ltd 

29 October 

2007 

Due to ABB South Africa (Pty) Ltd being 
the sole supplier of components and 
spares for the Reyrolle CSM10 Cil circuit 
breakers, the invitation for tenders was 
dispensed with in terms of Section 
36(1)(a)(ii) of the Municipal Supply Chain 
Management Policy. 

84. 

Contract Enquiry FMS 
26/2007 : Rescue Pump 
Fire Appliance 

RIO 931 782,56 

Marce Fire Fighting 
Technologies 

Fire Raiders (Pty) Ltd 

31 October 

2007 

Due to the urgency of taking a decision, 
the Supply Chain Management Policy 
was departed from to the extent that the 
Evaluation Committee Report was 
submitted directly to the Accounting 

Cfficer for consideration by virtue of the 
provisions of Section 36(1)(a)(i) of the 
said Policy. 

85. 

Nelson Mandela Bay 
Logistics Park : Contract 
sum increase for 
CR253/12/04 : 

R406 904,58 

Alfdav Construction 

CC 

1 November 
2007 

That, due to the increase in the scope of 
works as detailed in the report by the 
Directorate, the action of the Executive 
Director in dispensing with the invitation 




214 


NELSON MANDELA BAY METROPOLITAN MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008 

36.3 Supply Chain Management Policy (continued) 

NO. 

CONTRACT 
DESCRIPTION/ 
CONTRACT NUMBER 

CONTRACT 

VALUE 

NAME OF 
SERVICE 
PROVIDER 

APPROVAL 

DATE 

REASON FOR DEVIATION 


Construction of 
Schnellecke Building 




for tenders in terms of Section 36(1 )(a)(v) 
of the Supply Chain Management Policy 
and authorising the additional work and 
expenditure, was condoned and the 
approved contract amount for Contract 
CR253/12/04 : Nelson Mandela Bay 
Logistics Park : Construction of 
Schnellecke Building, was increased by 
R406 904,58 from R28 071 360,00 to 

R28 478 264,58, inclusive of VAT. 

86. 

Contract sum increase for 
NMBLP01/GH/MC : 
Construction of entrance 
building and substation 

R75 876,60 

Main Contractor 
appointed in terms of 
standard NMBM 
Procurement Process 

1 November 
2007 

That, due to the increase in the scope of 
works as detailed in the report by the 
Directorate, the action of the Executive 
Director in dispensing with the invitation 
for tenders in terms of Section 36(1 )(a)(v) 
of the Supply Chain Management Policy 
and authorising the additional work and 
expenditure, was condoned and the 
approved contract amount for Contract 
NMBLP01/GH/MC : Nelson Mandela Bay 
Logistics Park : Construction of Entrance 
Building and Substation, was increased 
by R75 876,60 from R6 291 882,00 to 

R6 367 758,60, inclusive of VAT. 

87. 

Extension of scope of 
services rendered by 

ABSA Consultants and 


ABSA Consultants 
and Actuaries 

7 December 
2007 

As the Budget and Treasury Directorate 
recently procured the services of ABSA 
Consultants and actuaries to undertake a 
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Actuaries 




valuation of the NMBM’s post-retirement 
employment benefits, and the proposed 
work was closely related to employment 
benefits, the invitation for tenders was 
dispensed with in terms of Section 

36(1 )(a)(v) of the Supply Chain 
Management Policy and authority was 
granted to the Chief Financial Officer to 
procure the services of ABSA 

Consultants and Actuaries, by extending 
the scope of Contract 2266 in order to 
verify the amount claimed by the 
liquidator of the PEMPF, so as to settle 
Council’s liability to the said Fund. 

88. 

Contract 5238(S) : 
Upgrading of the 

Magennis Street Outfall 
Sewer Syphon, 

Uitenhage : Increase in 
Contract Sum 

R100 159,94 

WK Construction (Pty) 
Ltd in Joint Venture 
with DF Construction 

11 December 
2007 

As several problems were being 
experienced during the construction of 
the project as set out in the Directorate’s 
report to the Adjudication Committee, the 
invitation for tenders was dispensed with 
in terms of Section 36(1)(a)(v) of the 

Supply Chain Management Policy and 
the approved contract sum was increased 
by R100 159,94 from R2 549 382,00 to 

R2 649 541,94, inclusive of VAT, which 
will be subject to Contract Price 
Adjustment. 
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89. 

Contract C306W : 
Rehabilitation of St 
George’s Reservoir : 
Increase in Contract Sum 

R63 184,56 

PAB Trading 

1 November 
2007 

The action of the Executive Director : 
Infrastructure and Engineering in 
dispensing with the invitation for tenders 
in terms of Section 36(1)(a)(v) of the 

Supply Chain Management Policy and 
authorising essential additional work and 
expenditure, as detailed in the 

Directorate’s report to the Adjudication 
Committee meeting held on 19 October 
2007 (postponed from 18 October 2007), 
was condoned and the approved contract 
amount was increased by R63 184,56 
from R3 735 495,16 to R3 798 679,00, 
inclusive of VAT. 

90. 

Appointment of Airtek 
Manufacturing cc to 
undertake emergency 
repairs to air-conditioning 
at Eric Tindale Building 

R198 742,00, 
exclusive of 
VAT 

Airtek Manufacturing 
cc 

11 December 
2007 

The invitation for tenders was dispensed 
with in terms of Section 36(1)(a)(i) and (v) 
of the Supply Chain Management Policy 
and Airtek Manufacturing CC was 
appointed to effect emergency repairs to 
the air-conditioning in Eric Tindale 

Building. 

91. 

Venue for civic reception: 
Sport Heroes Walk 

Against Aids : 1 

December 2007 

RIO 000 

The Caledon Centre 

11 December 
2007 

As The Caledon Centre was the only 
venue available on the 1 December 2007 
on the occasion of the Sport Heroes Walk 
Against Aids, the invitation for tenders 
was dispensed with in terms of Section 

36(1 )(a)(v) of the Supply Chain 
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Management Policy and this venue was 
therefore used for the said reception. 

92. 

Fresh Produce Market : 
Repairs to advance 
scrubber 

R25 000 

Barlow World 

Handling 

11 December 
2007 

As Barlow World Handling was the sole 
agents for the specified equipment, the 
invitation for tenders was dispensed with 
in terms of Section 36(1)(a)(v) of the 

Supply Chain Management Policy and 
this company was appointed for the 
overhaul of the Market’s advance 
scrubber. 

93. 

Emergency repairs to 
Feather Market Centre 

R19 328,00 

Mzamomhie 
Construction and 
Cleaning 

13 June 2007 

The appointment of Mzamomhie 
Construction and Cleaning in terms of 
Section 36(1 )(a)(v) of the Supply Chain 
Management Policy was approved to 
effect urgent repairs to the Feather 

Market Centre roof. 

94. 

Request to extend the 
period of contract 1900 
(water 

disconnection/restriction, 
reinstatement and “still 
off’ inspections) 

Charged per 
visit 

Concorde Metering 

CC 

11 December 
2007 

In order to provide Budget and Treasury 
with sufficient time to re-advertise this 
contract and make an award, the 
invitation for tenders was dispensed with 
in terms of Section 36(1)(a)(v) of the 

Supply Chain Management Policy and 
the existing contract period of Concorde 
Metering CC was extended on a month- 
to-month basis from 1 January 2008 for a 
maximum period of three months ending 

31 March 2008. 
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95. 

Request to extend the 
period of contract 1989 
(electricity disconnection, 
reconnection and “still off’ 
inspections) 

Charged per 
visit 

Alexander 

Maintenance 

11 December 
2007 

In order to provide Budget and Treasury 
with sufficient time to re-advertise this 
contract and make an award, the 
invitation for tenders was dispensed with 
in terms of Section 36(1)(a)(v) of the 

Supply Chain Management Policy and 
the existing contract period of Alexander 
Maintenance was extended on a month- 
to-month basis from 1 January 2008 for a 
maximum period of three months ending 

31 March 2008. 

96. 

Repairs to filter beds at 
Fishwater Flats 
Wastewater T reatment 
Works 

R140 003,14 

Spec (Pty) Limited 

14 December 
2007 

As it would not have been in the 
Municipality’s best interest to invite 
separate tenders for the work which 
would result in serious loopholes in the 
warranty of the contract if other 
contractors were also working on the 
equipment, the invitation for tenders was 
dispensed with in terms of Section 

36(1 )(a)(v) of the Supply Chain 
Management Policy in order for Spec 
(Pty) Limited to continue with the urgent 
remedial repair works on the filter beds at 
Fishwater Flats Wastewater Treatment 
Works. 

97. 

Repair to Feather Market 
Centre pipe organ 

R22 975,75 

Jan Pekelharing & 

Sons 

14 December 
2007 

As Mr Jan Pekelharing, the builder of the 
pipe organ in 1997 and therefore 
considered the best qualified person to 
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repair the said instrument, the invitation 
for tenders was dispensed with in terms 
of Section 36(1 )(a)(v) of the Supply Chain 
Management Policy and authority was 
granted to the Purchasing and Supplies 
Subdirectorate to procure the services of 
Jan Pekelharing & Sons by extending the 
scope of their work with the Feather 

Market Convention Centre/Feather 

Market Organ Society/NMBM at a price of 
R22 975,75. 

98. 

Contract 5262 : Tri- 
annual contract for the 
construction of minor civil 
engineering works : 
Extension of validity 
period of contract 

As per original 
tender 

A total of 10 tenderers 

12 December 
2007 

As the end of the validity period for 
Contract 5262 approached, officials 
prepared tender documents for the new 
tri-annual contract to succeed Contract 
5262. There was, however, a marked 
difference between the new tender and 
the previous one, in that the new tender 
had to comply with the statutory 
conditions laid down by the Construction 
Industry Development Board. The 
process of compiling the new tender 
documents in-house, the invitation for 
tenders and the lengthy adjudication 
process lasted considerably longer than 
had been estimated by the relevant 
officials. The outcome of this is that the 
validity of this contract expired on 30 




220 


NELSON MANDELA BAY METROPOLITAN MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008 

36.3 Supply Chain Management Policy (continued) 

NO. 

CONTRACT 
DESCRIPTION/ 
CONTRACT NUMBER 

CONTRACT 

VALUE 

NAME OF 
SERVICE 
PROVIDER 

APPROVAL 

DATE 

REASON FOR DEVIATION 






June 2007, and the new tri-annual 
contracts had not yet been awarded by 
the Adjudication Committee. This 
situation led to this Directorate not having 
any contractual instruments at its disposal 
through which external contractors could 
be employed until the new tri-annual 
contracts were awarded. These awards 
were only made during August 2007. In 
the mean time, the Directorate urgently 
had to utilise the services of the recently 
expired annual contractors to assist it with 
numerous minor works projects, which 
included, inter alia, the re-routing of 
certain underground cables. To effect 
this work, some of the listed contractors 
were appointed to carry out this urgent 
work. Therefore, authority was granted to 
deviate from the provision of the 

Municipal Supply Chain Management 
Policy in terns of paragraph 36(1)(a)(v) 
thereof to extend the validity period of 
Contract 5262 : Tri-Annual Contract for 
the Construction of Minor Civil 

Engineering works retrospectively from 

30 June 2007 to 31 August 2007. 
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99. 

Contract 3278 : Storage, 
supply and cutting of 
underground cables up to 
22 kV 

In accordance 
with SEIFSA 
indices as 
published 
nationally from 
time to time 

Aberdare Cables (Pty) 
Ltd 

11 December 
2007 

Aberdare Cables (Pty) Ltd has its factory 
in Port Elizabeth and is an employer of 
local labour. At the commencement of the 
contract, it rented space in the municipal 
cable yard in Buxton Avenue, North End 
and set up its storage and cutting facility 
in that area. That facility was extremely 
convenient for the supply of cable, as it 
was situated closely to the Munelek 
Building and a number of operational 
depots. Their performance with regard to 
complying with the requirements of the 
contract over the three years to date has 
been of a high standard. They committed 
a large amount of cable stock at 
extremely high cost to the storage facility. 
Therefore, as it would be advantageous 
to the Municipality to extend the current 
contract with Aberdare Cables (Pty) Ltd, 
the invitation for tenders was dispensed 
with in terms of Section 36(1)(a)(v) of the 
Supply Chain Management Policy. 

100. 

Extension of scope of 
services rendered by 
Engineering Advice 
Services 

R230 000, 
exclusive of 
VAT 

Engineering Advice 
Services 

11 December 
2007 

The Infrastructure and Engineering 
Directorate procured the management 
services of EAS to address certain areas 
pertinent to the management of their own 
operations, being the development, 
implementation and operation of the 
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Road Management System for the 

Nelson Mandela Bay Municipality. In 
order to achieve sound financial asset 
management and an unqualified audit 
report as at 30 June 2008, additional 
work was required to draft and implement 
a methodology that would enable key 
information, for inclusion in the Financial 
Fixed Asset Register, to be attached to 
the existing road elements contained in 
the Road Management System and 
provide a way forward for ongoing 
updates as new road elements were 
constructed. It was agreed between the 

B & T and 1 & E Directorates that the 1 & 

E contract be extended to incorporate the 
aforementioned additional work, and 
therefore the invitation for tenders was 
dispensed with in terms of Section 

36(1 )(a)(v) of the Supply Chain 
Management Policy. 

101. 

Elevator modernisation of 
the car and machinery in 
the Feather Market 
Convention Centre 

R310 695,00, 
exclusive of 
VAT 

Kone Elevators 

11 December 
2007 

As the current elevator operating within 
the Feather Market Convention Centre 
was in need of major refurbishment and 
modernising, the invitation for tenders 
was dispensed with in terms of Section 

36(1 )(a)(v) of the Supply Chain 
Management Policy. 
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102. 

Payment to Afrisec 

Security Solutions in 
respect of integrated 
security system for 
Customer Care Office in 
Uitenhage, Budget and 
Treasury Directorate 

R713 299,58, 
inclusive of 

VAT 

Afrisec Security 
Solutions 

11 December 
2007 

The underlying agreement between 

NMBM and Afrisec Strategic Solutions is 
considered to be invalid and was the 
subject of litigation. Nevertheless, certain 
services and goods have been supplied 
by Afrisec, purportedly in terms thereof. 
Advice had been sought from Senior 
Council as to the responsibility of NMBM 
in relation to payments claimed by Afrisec 
in terms thereof. Accordingly, and in 
terms of that advice, and without 
conceding the validity of the underlying 
agreement, the invitation for tenders was 
dispensed with in terms of Section 

36(1 )(a)(v) of the Supply Chain 
Management Policy, and an amount of 
R713 299,58 was paid to Afrisec 

Strategic Solutions for the manufacture, 
installation, testing and commissioning of 
an integrated security system for the 
Uitenhage Customer Care Office. 

103. 

Contract 5437 : 
Construction of Diaz 

Road from Kipling Street 
to Langenhoven Drive: 
Increase in approved 
contract amount 

R3 535 679,61 

Omega Civile (Pty) Ltd 

11 December 
2007 

As it was necessary to add minor 
additional items to the original scope of 
work, the invitation for tenders was 
dispensed with in terms of Section 

36(1 )(a)(v) of the Supply Chain 
Management Policy, and the approved 
contract amount for Contract 5437 was 
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increased by R3 535 679,61, from R15 

81 1 456,47 to R1 9 347 1 36,08, inclusive 
of VAT and subject to escalation. 

104. 

Relocation and erection 
of high sites 

R282 184,68, 
inclusive of 

VAT 

Dimension Data 

11 December 
2007 

As it would be beneficial for the 

Municipality to extend the existing scope 
of the wireless tender contract to include 
the erection and/or relocation of high 
sites, the invitation for tenders was 
dispensed with in terms of Section 

36(1 )(a)(v) of the Supply Chain 
Management Policy, and permission was 
granted to procure the equipment 
required, in the amount of R282 184,68. 

105. 

Marketing material : 

Launch of the Motherwell 
SMME Workshop and 
Exhibition 

R67 156,21 

Boom Town 

Advertising (Pty) Ltd 

26 November 
2007 

As Boom Town Advertising (Pty) Ltd was 
the only service provider that could 
provide the service at short notice, the 
action of the Executive Director in 
dispensing with the invitation of tenders in 
terms of Section 36(1 )(a)(v) of the 

Municipal Supply Chain Management 
Policy and authorising the purchase of 
marketing material, such as T-shirts, caps 
and golf shirts, was condoned. 

106. 

Elundini Flats 

R9 206,13 

Nonene Construction 

26 November 
2007 

As the work had already been completed 
due to a misunderstanding between the 
Municipality and the contractor, the 
invitation for tenders was dispensed with 
in terms of Section 36(1)(a)(v) of the 
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Municipal Supply Chain Management 
Policy. 

107. 

Urgent repair of simulcast 
radio high site equipment 

R19 700 

Alcorn Matomo (Pty) 
Limited 

26 November 
2007 

As the equipment had already been 
transported to Johannesburg to obtain a 
quotation for the repair and due to the 
urgency thereof, the invitation of tenders 
was dispensed with in terms of Section 
36(1)(a)(i) and (v) of the Municipal Supply 
Chain Management Policy. 

108. 

Payment of stipend to 
floorwalkers and story- 
telling veterans 

R60 000 

Various 

1 November 
2007 

As the demand for guides and story- 
telling veterans at the Red Location 
Museum had increased drastically, the 
action of the Executive Director in 
dispensing with the invitation for tenders 
in terms of Section 36(1)(a)(v) of the 

Supply Chain Management Policy and 
authorising the acquisition of the services 
of floorwalkers and story-telling veterans 
for the Red Location Museum, was 
condoned. 

109. 

Venue hire : Brooks Hill 
Suites, Speaker’s 
planning meeting and 
breakfast in respect of 16 
Days of Activism: 16 
November 2007 

R1 350 

Brooks Hill Suites 

21 November 
2007 

Although the Office of the Speaker had 
searched for available venues in the 
Municipality, all were fully booked except 
for two of which quotations had been 
received. The Brooks Hill Suites venue 
was therefore chosen to convene the 
meeting, and the deviation from 

Paragraph 16(a) of the Municipal Supply 
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Chain Management Policy was approved 
in terms of Paragraph 17(2) thereof. 

110. 

Replacement of a section 
of the Markman Collector 
Sewer : Increase in 
contract sum 

R44 046,71 

W K Construction 
(Pty) Limited 

26 November 
2007 

Due to the increase in the scope of work 
as detailed in the report by the 

Directorate, the action of the Executive 
Director in dispensing with the invitation 
for tenders in terms of Section 36(1 )(a)(v) 
of the Supply Chain Management Policy 
and authorising the additional work and 
expenditure, was condoned and the 
approved contract amount for Contract 
5284(S) was increased by R44 046,71 
from R6 855 1 1 2,42 to R6 899 1 59, 1 3, 
inclusive of VAT, subject to the amount in 
respect of escalation being included in 
the final contract sum. 

111. 

Red Location Museum : 
proposed internal 
alternations : 

Appointment of 
professional service 
providers 

Professional 
Tariff of Fees 

Noero Wolff Architects 

26 November 
2007 

As the appointment of Noero Wolff 
Architects, the architects who designed 
the Red Location Museum, would 
constitute “an assignment that represents 
a natural continuation of previous work 
carried out by the firm”, the invitation for 
tenders was dispensed with in terms of 
Section 36(1 )(a)(v) of the Supply Chain 
Management Policy. 

112. 

Placement of newspaper 
advertisements 

Standard tariff 
according to 
number of 

Dumisa Advertising 

9 November 
2007 

Because of failure by the Directorate to 
monitor the contract and anticipate the 
need for a further tender process. 
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adverts placed 



approval was granted to extend the 
contract of Dumisa Advertising on the 
same terms and conditions until 30 
November 2007 in terms of Section 

36(1 )(a)(v) of the Supply Chain 
Management Policy in that it was 
impossible, due to the failure of the 

Director : Communications referred to 
above, to comply. 

113. 

Purchase of blankets in 
readiness for a possible 
flood situation 

R56 988,60 


29 November 
2007 

The invitation for tenders was dispensed 
with in terms of Section 36(1)(a)(i) of the 
Supply Chain Management Policy for the 
purchase of blankets in readiness for the 
eventuality of a flood situation over the 
weekend of 23 to 25 November 2007. 

114. 

Advertising by-law 
evaluation 

R15 732 

Prof. Van der Berg 

9 November 
2007 

As Prof. Van der Berg had previously 
dealt with this matter and it would 
therefore be impractical to start the 
process afresh, the invitation for tenders 
was dispensed with in terms of Section 

36(1 )(a)(i) of the Supply Chain 
Management Policy. 

115. 

Procurement of goods 
and services for launch of 
Helenvale Urban 

Renewal Programme 

R34 000 

Walkabout Clothing 

Spar Gelvandale 

Finro Cash and Carry 
Wholesalers 

6 November 
2007 

Due to the need to bring the date of the 
launch forward at short notice to 
accommodate the Executive Mayor’s 
programme, the invitation for tenders was 
dispensed with in terms of Section 

36(1 )(a)(i) of the Supply Chain 
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Management Policy in respect of the 
procurement of T-shirts, meat and 
groceries for the launch of the Helenvale 
Urban Renewal Programme on 6 
November 2007. 

116. 

Invitation to Dr Nokuzola 
Mndende to present to 
Executive Committee of 
Religious Leaders Desk 
on African religion at its 
workshop held on 29 
November 2007 

R1 360 
(Consultation) 

R4321 (Travel 
and 

accommo- 

dation) 

R2 500 
(Catering at 
the workshop) 



Due to the unavailability of other 
academic specialists who specialise in 
the subject of the African religion, the 
invitation for tenders was dispensed with 
in terms of Section 36(1)(a)(i) of the 

Supply Chain Management Policy, and 
the services of Dr N Mndende was 
acquired for a workshop for the Religious 
Leaders Desk of the Nelson Mandela Bay 
Municipality on 29 November 2007. 

117. 

Emergency repairs to City 
Hall air-conditioner 

R16 382,51, 
excl VAT 

Sandi’s Aircondition 

CC 

20 December 
2007 

Due to the urgent nature of the required 
repairs to the air-conditioner at the City 

Hall, the invitation for tenders was 
dispensed with in terms of Section 

36(1 )(a)(i) of the Supply Chain 
Management Policy. 

118. 

Appointment of a forensic 
investigator to investigate 
alleged theft by municipal 
employees 

R300 000 

Price Waterhouse 
Coopers 

20 December 
2007 

Due to the confidential nature of the 
investigation and urgency of the matter, 
the invitation for tenders was dispensed 
with in terms of Section 36(1)(a)(i) of the 
Supply Chain Management Policy, and 
the services of Price Waterhouse 
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Coopers was acquired to investigate the 
fraud and theft allegedly committed by a 
syndicate of municipal employees. 

119. 

Integrated security 
system for Customer 

Care Office in Uitenhage : 
Installation of steelwork 
and control equipment 
(bullet proof door): 

Budget and Treasury 
Directorate 

R147 558,75 

Afrisec Security 
Solutions 

20 December 
2007 

The underlying agreement between 

NMBM and Afrisec Strategic Solutions 
was considered to be invalid and was the 
subject of litigation. Nevertheless, certain 
services and goods have been supplied 
by Afrisec, purportedly in terms thereof. 
Advice had been sought from Senior 
Council as to the responsibility of NMBM 
in relation to payments claimed by Afrisec 
in terms thereof. Accordingly, and in 
terms of that advice, and without 
conceding the validity of the underlying 
agreement, the invitation for tenders was 
dispensed with in terms of Section 

36(1 )(a)(i) of the Supply Chain 
Management Policy, and an amount of 
R147 558,75 was paid to Afrisec 

Strategic Solutions for the installation of 
steelwork and control equipment (bullet- 
proof door) at the Customer Care Office 
in Uitenhage. 

120. 

Increase in tender 
amount : H/L 00039: 
Alterations to South End 
Fire Station 

R1 13 863,20 

Akhiwa Construction 

cc 

11 December 
2007 

Due to unforeseen additional work to be 
carried out, the invitation for tenders was 
dispensed with in terms of Section 

36(1 )(a)(v) of the Supply Chain 
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Management Policy, and the approved 
tender amount of R508 152,72, inclusive 
of VAT, was increased by R113 863,20 to 
R622 015,92, inclusive of VAT. 

121. 

Repairs to Hamworthy 
compressors at Fishwater 
Flats Wastewater 
Treatment Works 

R245 110,32, 
excl. VAT 

Gardner Denver 

Limited 

26 November 
2007 

The invitation for tenders was dispensed 
with in terms of Section 36(1)(a)(ii) of the 
Supply Chain Management Policy in 
order for Hardner Denver Limited, the 
sole agents, to supply the required spares 
for the overhaul of three Hamworthy 

2MF6 compressors at Fishwater Flats 
Wastewater Treatment Works. 

122. 

Extension of the full 
maintenance lease 
agreement with Vuswa 
Fleet Services (Pty) 

Limited 

R2 490,40 per 
vehicle per 
month 

Vuswa Fleet Services 
(Pty) Limited 

26 November 
2007 

As there was no budgetary provision for 
the replacement or purchase of any new 
vehicles during the current financial year, 
the invitation for tenders was dispensed 
with in terms of Section 36(1)(a)(v) of the 
Supply Chain Management Policy and 
the existing contract with Vuswa Fleet 
Services (Pty) Limited was extended for a 
further 12 months to allow Traffic and 
Licensing to budget for the replacement 
of the 46 Almeiras. 

123. 

Contract C5376: 
Reconstruction of 
Matomela/Maqanda 

Street, Kwazakhele: 
Increase in approved 

R1 642 888,25 

Omega Civile (Pty) Ltd 

26 November 
2007 

Due to unforeseen additional work to be 
carried out, the invitation for tenders was 
dispensed with in terms of Section 

36(1 )(a)(v) of the Supply Chain 
Management Policy, and the approved 
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contract amount 




tender amount of R1 0 1 50 361 ,41 , 
inclusive of VAT, was increased by 

R1 642 888,25 to R11 739 249,66, which 
amount included contingencies and VAT, 
and which would be subject to contract 
price adjustment. 

124. 

Extension of services 
rendered by Lamacs 

R5 950 000, 
excl VAT 

Lamacs 

26 November 
2007 

The invitation for tenders was dispensed 
with in terms of Section 36(1)(a)(v) of the 
Supply Chain Management Policy, and 
the current scope of work by Lamacs with 
the Housing and Land Directorate was 
extended to include the upgrade of the 
proposed management system for the 
Corporate Services Directorate. 

125. 

Appointment of Industrial 
Air-Conditioning and 
Refrigeration CC for the 
installation of a split unit 
at Eric Tindale Building 
(13*^ floor) 

R16 036,00 
(Exclusive of 
VAT) 

Industrial Air- 
Conditioning and 
Refrigeration cc 

11 February 

2008 

As it was considered an emergency 
because of the summer season and the 
working conditions constituted a health 
hazard, the matter needed to be 
addressed instantly. The invitation for 
tenders was dispensed with in terms of 
Section 36(1)(a)(i) of the Municipal 

Supply Chain Management Policy. 

126. 

Development of a Labour 
Relations Strategy 

R146 800 
(Inclusive of 
VAT) 

Akanani 

11 February 

2008 

As no responsive tenders had been 
received after having called for 
tenders/proposals repeatedly, and 

Akanani being the only firm complying 
with the Directorate’s terms of reference, 
the invitation for tenders was dispensed 
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with in terms of Section 36(1)(a)(v) of the 
Municipal Supply Chain Management 
Policy. 

127. 

Purchase of Eye-Spy 
Community Awareness 

Kits for Disaster 
Management campaigns 

R60 448,50 
(Inclusive of 
VAT) 

Micro Mapping (Cape) 
CC 

11 February 

2008 

As Micro Mapping (Cape) CC was the 
only supplier of Eye-Spy Visual Aids as 
per the Official Design No. 98/0469 
registered with the Department of Trade 
and Industry, the invitation for tenders 
was dispensed with in terms of Section 
36(1)(a)(ii) of the Municipal Supply Chain 
Management Policy. 

128. 

Forward cover : 2010 

FIFA Soccer Stadium 

Estimated at 
R6,7 million, 
but dependant 
on the spot 
rate. 

Grinaker-LTA 

11 February 

2008 

In order to protect Council against the 
exchange rate fluctuations by way of 
taking out forward cover, the Municipal 
Supply Chain Management Policy was 
departed from in terms of paragraph 
36(1)(a)(v) and the forward cover 
proposal as received from Grinaker-LTD 
was accepted in principle for the 
remainder of the contract period for those 
payments due to Interbeton, and the 
contract awarded to Grinaker-LTA was 
extended by the cost of the forward cover 
as at the date of concluding the 
agreement, but dependant on the spot 
rate. 
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129. 

Upgrading of Philips 
SOPHO ES3000 PABX 
telephone system (South 
End Fire Station) and 
integration of satellite fire 
stations’ telephone 
systems 

R35 157 
(Inclusive of 
VAT) 

GijimaAst 

11 February 

2008 

As the existing Philips IS3000 PABX 
system required upgrades to 
accommodate the additional Telkom lines 
and implementation of the Voice Over IP 
telephone systems at the nine fire 
stations within the Fire Service, the 
invitation for tenders was dispensed with 
in terms of Section 36(1)(a)(v) of the 
Municipal Supply Chain Management 
Policy. 

130. 

Refurbishment of screw 
pumps at Fishwater Flats 
Reclamation Works : 
Increase in contract 
amount 

R1 092 201,38 

Lekratek Water 
Technologies 

3 March 2008 

As unforeseen additional costs had been 
identified during the process of 
dismantling, cleaning and inspection of 
the units, necessitating the replacement 
and refurbishment of certain items, the 
invitation for tenders was dispensed with 
in terms of Section 36(1)(a)(v) of the 
Municipal Supply Chain Management 
Policy. 

131. 

Appointment of Business 
Date Solutions for E- 
Government Services 

R168 000 
(Exclusive of 
VAT) 

Business Data 

Solutions 

3 March 2008 

As Business Data Solutions was the only 
authorised reseller of the E-Box Thin 

Client used in the project, as well as 
being the developers of the software, the 
invitation for tenders was dispensed with 
in terms of Section 36(1 )(a)(ii) of the 
Municipal Supply Chain Management 
Policy. 
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132. 

Further extension of 
scope of work of ABSA 
Consultants and 

Actuaries in respect of 
Contract 2266 : Port 
Elizabeth Municipal 

Pension Fund 

R20 000 
(Exclusive of 
VAT) 

ABSA Consultants 
and Actuaries 

11 February 

2008 

The invitation for tenders was dispensed 
with in terms of Section 36(1)(a)(v) of the 
Municipal Supply Chain Management 
Policy, as ABSA Consultants and 

Actuaries were already a single source 
service provider and considering the 
urgent nature of the verification report, it 
was prudent to extend the appointment. 

133. 

Appointment of Sandi’s 
Air-Condition CC for 
emergency Repairs to 

City Hall air-conditioner 

R45 030 
(Exclusive of 
VAT) 

Sandi’s Air-Condition 
CC 

11 February 

2008 

Due of the urgent nature of the required 
repairs, the invitation for tenders was 
dispensed with in terms of Section 
36(1)(a)(i) of the Municipal Supply Chain 
Management Policy. 

134. 

Appointment of Air-tek 
Manufacturing CC for 
emergency repairs to 
Brister House air- 
conditioner 

R21 112,80 
(Inclusive of 
VAT) 

Air-tek Manufacturing 
CC 

11 February 

2008 

Due of the urgent nature of the required 
repairs, the invitation for tenders was 
dispensed with in terms of Section 
36(1)(a)(i) of the Municipal Supply Chain 
Management Policy. 

135. 

Retrieval of approved 
beneficiary applications 
into Council’s electronic 
data management system 
so as to qualify for the 

Audit Report of the 
Auditor-General from the 
Provincial Housing Board, 
Bhisho for the month of 
February 2008 

R162 150 

Hire of office space 

Hire of copier - Sharp 
Hotel accommodation 
Subsistence 
allowance for five staff 
members 

Car hire for the month 
Petrol 

11 February 

2008 

As it was impossible and impractical to 
follow the official tender procedures, the 
invitation for tenders was dispensed with 
in terms of Section 36(1)(a)(v) of the 
Municipal Supply Chain Management 
Policy. 




235 


NELSON MANDELA BAY METROPOLITAN MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008 

36.3 Supply Chain Management Policy (continued) 

NO. 

CONTRACT 
DESCRIPTION/ 
CONTRACT NUMBER 

CONTRACT 

VALUE 

NAME OF 
SERVICE 
PROVIDER 

APPROVAL 

DATE 

REASON FOR DEVIATION 

136. 

Iron Man 2008 - Cultural 
Programme 

R70 000 

Ubuntu Dancers 

Isingqi se-Africa 

Pulse Africa 

MACO 

Ubuhle be-Africa 
Unmonbo Dance 
Sosholoza 

Ibhubesi Productions 
Uphondo Iwe-Africa 
Oyama Vanto 

Marcellus 

Bongani 

15 April 2008 

Given that artistic talent is not a 
commodity that can be comparatively 
measured and the experience gained by 
the selected group of local performing 
artists over the past three years to 
showcase the vibrancy of Mandela Bay at 
events such as Ironman, the invitation for 
tenders was dispensed with in terms of 
Section 36 (1)(a)(v) of the Municipal 

Supply Chain Management Policy to 
engage the services of the artists 
mentioned for the Ironman Triathlon 2008 
Cultural Programme. 

137. 

Emergency repairs at 
Missionvale Saltwater 
Pump Station 

R131 428, 
(Exclusive of 
VAT) 

Elmach Electrical 

2 April 2008 

Given the urgent nature of the required 
repairs, the invitation for tenders was 
dispensed with in terms of Section 36 
(1 )(a)(v) of the Municipal Supply Chain 
Management Policy, and Elmach 

Electrical was appointed to effect 
emergency repairs to the Missionvale 
Saltwater Pump Station. 

138. 

Executive Leadership 
Municipal Development 
Programme to be 
presented by the 

University of Pretoria 

R185 000 

University of Pretoria 

14 April 2008 

Due to the unavailability of the Executive 
Leadership Municipal Development 
Programme at institutions of higher 
learning in Nelson Mandela Bay, authority 
was granted to deviate from the 
provisions of the Municipal Supply Chain 
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Management Policy in terms of Section 
36(1)(a)(v) thereof for 25 Councillors to 
participate in this programme presented 
by the University of Pretoria during the 
period 29 April 2008 to 28 November 

2008. 

139. 

Authority to purchase 
emergency building 
material for twelve 
families whose informal 
houses at Motherwell 
Servitude NU10 informal 
area were gutted by fire 
over the weekend of 22 
March 2008 

R125 500 

Various 

8 April 2008 

Authority was granted for a departure in 
terms of Paragraphs 36(1)(a)(i) and (v) of 
the Municipal Supply Chain Management 
Policy to purchase building material 
(corrugated iron sheets, wood, nails, etc.) 
as a matter or urgency for the twelve 
families at Motherwell Servitude NU10 
informal area, whose informal houses 
were gutted by fire over the weekend of 

22 March 2008. 

140. 

Extension of brief 
(Increase in contract 
value) : Consultants fee 
for stores Contract 

CSQ1 00630 : Design of 
Incident Command 

Vehicle for Disaster 
Management 

Increase by 
R100 000 
from 

R167 700 to 
R267 700 

NCB Consultants 

1 April 2008 

As the project was much bigger than 
originally anticipated, as well as the 
frequent additional consultations in 
Johannesburg to ensure compliance and 
modifications where necessary, the 
Municipal Supply Chain Management 
Policy was departed from in terms of 
paragraph 36(1)(a)(v) and Tender 

CSQ1 00630 awarded to NCB 

Consultants in the amount of R167 700 
was increased by R100 000 to R267 700 
in order to facilitate the successful 
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completion of the manufacturing stage of 
the incident command vehicle specially 
designed for Disaster Management. 

141. 

Extension of services 
rendered by Metroplan 

R587 366,00 

Metroplan 

1 April 2008 

Because of the urgency of taking the 
Walmer Gqebera landfill and methane 
gas sites to conclusion and it being most 
expedient to extend the brief of Metroplan 
to incorporate the replanning of areas N- 
West and Q for higher density 
development, the invitation for tenders 
was dispensed with in terms of Section 

36(1 )(a)(v) of the Supply Chain 
Management Policy and the existing brief 
of Metroplan extended in respect of the 
planning of the Community Street Project 
to include the preparation of detailed 
planning proposals for Areas N West and 

Q in Walmer Gqebera, as well as the 
preparation of the required environmental 
impact assessments in terms of the 

NEMA Regulations in the amount of 

R587 366,00, inclusive of VAT. 

142. 

Bandwidth requirements 

2007/08 - R62 
800 

2008/09 - 
+ R370 000 

Business Connexions 

1 April 2008 

Due to Business Connexions’s current 
appointments that relate directly to the 
NMBM website, the 2010 FIFA World 
Cup™ Host City website and GIS 
development in the NMBM, and for the 
further reasons fully motivated in the 
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36.3 Supply Chain Management Policy (continued) 

NO. 

CONTRACT 
DESCRIPTION/ 
CONTRACT NUMBER 

CONTRACT 

VALUE 

NAME OF 
SERVICE 
PROVIDER 

APPROVAL 

DATE 

REASON FOR DEVIATION 



2009/10- 
+ R400 000 



Directorate’s report, the invitation for 
tenders was dispensed with in terms of 
Section 36(1 )(a)(v) of the Supply Chain 
Management Policy and Business 
Connexion was appointed for the period 
ending 31 December 2010 to provide the 
necessary hardware and bandwidth 
required. 

143. 

Walmer Gqebera: Landfill 
investigation: Areas E, P 
& N and Industrial Zone 

R48 000, excl. 
of VAT 

SRK Consulting 
Engineers 

6 May 2008 

As SRK had been monitoring the site 
during the period December 2004 to May 
2007, the invitation for tenders was 
dispensed with in terms of Section 

36.1 (a)(v) of the Municipal Supply Chain 
Management Policy, and the scope of 
work by SRK Consulting Engineers and 
Scientists extended for the continued 
monitoring and assessment of the landfill 
gas generation at the Gqebera site for a 
period of one year, in the amount not 
exceeding R48 000, exclusive of VAT. 

144. 

Rental of premises for 
sustainable energy 
efficiency centre 

R346 340,87, 
excl. of VAT 

Growthpoint 
Securitisation 
Warehouse Trust 

6 May 2008 

As this was the only suitable premises 
available, as well as due to the urgency of 
securing a property in view of the 
electricity crisis being experienced, the 
invitation for tenders was dispensed with 
in terms of Section 36(1 )(a)(v) of the 
Municipal Supply Chain Management 
Policy and the premises at Investec 
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NO. 

CONTRACT 
DESCRIPTION/ 
CONTRACT NUMBER 

CONTRACT 

VALUE 

NAME OF 
SERVICE 
PROVIDER 

APPROVAL 

DATE 

REASON FOR DEVIATION 






Building, just off Ring Road, Newton 

Park, which included allocated parking, 
was leased from Growthpoint 

Securitisation Warehouse Trust for the 
period 25 April 2008 to 30 April 2009 for 
the 2007/08 to 2008/09 financial years in 
the amount of R346 340,87, exclusive of 
VAT. 

145. 

Extension of current lease 
of building for Motherwell 
Distribution Depot 

R18.00, excl. 
of VAT per 
square metre, 
per month 

Eastern Province 
Livestock Agency 
(Pty) Limited 

6 May 2008 

As this was the only suitable premises 
available at the time, the invitation for 
tenders was dispensed with in terms of 
Section 36(1)(a)(v) of the Municipal 

Supply Chain Management Policy and 
the lease agreement between the 

Electricity and Energy Directorate of the 
Nelson Mandela Bay Municipality and 
Eastern Province Livestock Agency (Pty) 
Limited for the premises currently 
inhabited by the Directorate in Buick 

Street, Markman Industrial Township 
which had expired on 31 March 2008, 
was extended for a period of twelve 
months with effect from 1 April 2008, in 
the amount R18,00, exclusive of VAT, per 
square metre per month. 

146. 

Supply of additional 
optional extra massmeter 
and computer to calculate 

R86 800, excl. 
of VAT 

Workshop Electronics 

6 May 2008 

As the additional optional extras required 
were deemed essential to eliminate the 
human element from the calculations to 
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NO. 

CONTRACT 
DESCRIPTION/ 
CONTRACT NUMBER 

CONTRACT 

VALUE 

NAME OF 
SERVICE 
PROVIDER 

APPROVAL 

DATE 

REASON FOR DEVIATION 


brake efficiency to be 
added to the two “A” 

Grade 15 ton slow speed 
bakkie roller testers to 
meet SABS 0216 and 

CKS 589 at the Vehicle 
Test Centre, Cresswell 
Street, Sidwell, Port 
Elizabeth 




determine the brake efficiency required 
for the vehicle to pass or fail the test, the 
invitation for tenders was dispensed with 
in terms of Section 36(1)(a)(v) of the 

Supply Chain Management Policy and 
the original tender amount of Workshop 
Electronics in the amount of 

R401 404,00, exclusive of VAT, was 
increased by R86 800,00, exclusive of 

VAT, to R488 204,00, exclusive of VAT, 
for the supply and installation of the 
optional extras, namely a mass meter and 
computer to each of the two “A” Grade 15 
ton slow speed brake roller testers to 
meet SABS 0216 and CKS 589 
requirements. 

147. 

Demographic study 
update : Contract 2081: 
Extension of Contract 

R500,00 per 
hour 

Development Partners 

6 May 2008 

As Development Partners had concluded 
the existing project to the satisfaction of 
the Executive Director and the extension 
of the contract would constitute a natural 
continuation of work, and Development 
Partners being the sole tenderer at the 
time of tender, the invitation for tenders 
was dispensed with in terms of Section 

36(1 )(a)(v) of the Supply Chain 
Management Policy and Contract 2081 
with Development Partners was extended 
over a 3 year period at a cost calculated 
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NO. 

CONTRACT 
DESCRIPTION/ 
CONTRACT NUMBER 

CONTRACT 

VALUE 

NAME OF 
SERVICE 
PROVIDER 

APPROVAL 

DATE 

REASON FOR DEVIATION 






on an hourly rate of R500.00 per 
professional capped at a maximum of 

R30 000 per workshop and R700 000 per 
annual update, paid from Consultants 

Vote: 0439 0201, Spatial Development 
Framework Vote: 0439 5348 and 
Restructuring Grant - Town Planning 

Vote: 1563 4907. 

148. 

Repairs to filter beds at 
Fishwater Flats 

Wastewater T reatment 
Works 

R163 601,40 
and 

R158 243,40, 
incl. of VAT 
respectively 

Spec (Pty) Limited 

6 May 2008 

As part of the scope of works of the 
original contract was that once the filter 
media had been removed, the civil and 
mechanical structures had to be 
inspected for defects, and the subsequent 
detection of serious defects, and for 
further reasons set out in the 

Directorate’s report, the invitation for 
tenders was dispensed with in terms of 
Section 36(1)(a)(v) of the Municipal 

Supply Chain Management Policy, and 
Spec (Pty) Limited was authorised to 
effect remedial repair works on filter beds 

B and C at Fishwater Flats Wastewater 
Treatment Works in the amounts of 

R163 601 ,40 and R158 243,40 inclusive 
of VAT, respectively. 

149. 

Contract Enquiry 2232 : 
Supply, delivery, 
installation. 

R657 450, 
excl of VAT 

Taltronics 

6 May 2008 

As Taltronics was the only appointed 
supplier of the Mitsubishi display cubes in 
South Africa, the invitation for tenders 
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NO. 

CONTRACT 
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PROVIDER 

APPROVAL 
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REASON FOR DEVIATION 


commissioning and 
maintenance of a rear 
projection video wall 
system 




was dispensed with in terms of Section 
36(1)(a)(ii), of the Municipal Supply Chain 
Management Policy and the offer of 
Taltronics to supply four additional cubes 
under Contract 2232 for the supply, 
delivery, installation, commissioning and 
maintenance of a rear projection video 
wall system, at a total cost of 

R657 450,00, exclusive of VAT, based on 
an exchange rate of R8 086 = $1 USD, 
including a 17 month service level 
agreement, was accepted. 

150. 

Authority to appoint and 
incur expenditure to N 
Magula Construction to 
install 82 water meters in 
Barcelona 

R11 200 

N Magula 

Construction 

3 April 2008 

Authority was granted for a departure in 
terms of Paragraph 36(1)(a)(v) of the 
Municipal Supply Chain Management 
Policy to enter into a contract with the 
contractor, N Magula Construction, for the 
installation of 82 water meters in 

Barcelona in the amount of R1 1 200, 
exclusive of VAT, on the site where the 
top structures were erected by this 
contractor. 

151. 

Drafting of Tariff By-law 

R4 500, 
inclusive of 

VAT 

ISGAD 

6 May 2008 

As ISGAD was currently in the process of 
finalising the Municipal Code of By-laws, 
the invitation for tenders was dispensed 
with in terms of Paragraph 36(1)(a)(v) of 
the Municipal Supply Chain Management 
Policy and the mandate of ISGAD was 
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NO. 

CONTRACT 
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APPROVAL 
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REASON FOR DEVIATION 






extended within the current contract 
period to include the drafting of the Tariff 
By-law, in the amount of R4 500,00, 
inclusive of VAT. 

152. 

Increase in scope of 
works at Veeplaas Sports 
Field 

RMS 380,12, 
incl. of VAT 

Akhiwa Construction 

6 May 2008 

As it would be cost effective for the 
Municipality to increase the scope of work 
of Akhiwa Construction because of the 
contractor already being on site, all the 
necessary equipment and workforce 
being on site and possession of an 
approved Health and Safety Plan, the 
invitation for tenders was dispensed with 
in terms of Paragraph 36 (1)(a)(v) of the 
Municipal Supply Chain Management 
Policy, and the scope of work of the 
contract at the Veeplaas Sports Field, 
awarded to Akhiwa Construction, was 
increased to include the construction of 
an additional 129 metres of Bakgat 
pilaster boundary wall. 

153. 

Contract 5493(S) : Bucket 
Eradication Programme, 
Uitenhage Sanitation 

Phase 1: Installation of 
toilets and related works 
for Blikkiesdorp (165 
unites): Increase in 
contract sum 

R567 412,55 
incl of VAT 

Inkwenkwezi Projects 
cc 

6 May 1008 

The invitation for tenders was dispensed 
with in terms of paragraph 36(1)(a)(v) of 
the Supply Chain Management Policy, in 
order to cater for additional toilets 
unforeseen at the time of tender, and for 
reasons set out in the Directorate’s 
report, the approved contract sum was 
increased by R567 412,55 from 
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NO. 

CONTRACT 
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DATE 
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R1 660 393,44 to R2 227 805,99, 
inclusive of VAT and subject to CPA, and 
the time for completion was increased 
from 26 weeks by 15 weeks to 41 weeks 
in total. 

154. 

Extension of lease 
agreement of the Caledon 
Street offices with Ju-Thy 
Eiendomme Trust 

Monthly lease 
amount based 
on the existing 
lease 

agreement 

Ju-Thy Eiendomme 
Trust 

6 May 2008 

As the existing lease agreement had 
already expired on 1 1 April 2008, the 
invitation for tenders was dispensed with 
in terms of Paragraph 36(1)(a)(v) of the 
Municipal Supply Chain Management 
Policy and the office building in Caledon 
Street, Uitenhage was leased from Ju- 
Thy Eiendomme Trust on a month-to- 
month basis from 1 1 April 2008 for a 
period not exceeding six months until the 
new lease agreement had been finalised. 

155. 

Outer perimeter fence: 
Walmer 17*'^ Avenue 
Substation 

R12 745,45, 
incl. of VAT 

E’Zethu Steelworks 

CC 

12 May 2008 

As the contractor was still on site having 
constructed the diamond razor blade 
mesh and due to the urgent nature of the 
work insofar as safeguarding the public 
and schoolchildren from coming into 
contact with the razor-sharp fence and for 
further reasons fully motivated in the 
Directorate’s report, the invitation for 
tenders was dispensed with in terms of 
Paragraph 36(1)(a)(v) of the Municipal 
Supply Chain Management Policy and 
E’Zethu CC was appointed to install an 
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VALUE 
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REASON FOR DEVIATION 






outer perimeter fence at the Walmer 17*^ 
Avenue Substation in the amount of R12 
745,45, inclusive of VAT. 

156. 

Renewal of License : 
Matsema (Pty) Ltd 

R493 976,64, 
incl. of VAT 

Matsema (Pty) Ltd 

6 May 2008 

As the Application Development Section, 
Municipal Informations Systems 
Subdirectorate, Corporate Services 
currently uses Gupta for the development 
of all in-house corporate and divisional 
application systems and Matsema (Pty) 

Ltd being the sole supplier of these 
licences, the invitation for tenders was 
dispensed with in terms of Paragraph 
36(1)(a)(ii) of the Municipal Supply Chain 
Management Policy and the Gupta 
licences were renewed by Matsema (Pty) 
Ltd for a period of one year in the amount 
of R493 976,64, inclusive of VAT. 

157. 

Contract 2332: Back-up 
redundancy 

hardware/server for new 
Billing System 

R850 434,74, 
excl. of VAT 

Fujitsu 

28 March 2008 

As no tenders were received after having 
called for tenders and given the necessity 
of the redundancy hardware/server for 
the smooth operation of the new Billing 
Solution which would be implemented on 

1 May 2008 and given further that Fujitsu 
has indicated that it could supply the 
equipment, the Municipal Supply Chain 
Management Policy be departed from in 
terms of paragraph 36(1)(a)(v) thereof 
and that Fujitsu be appointed to supply 
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APPROVAL 

DATE 

REASON FOR DEVIATION 






the redundancy hardware/server required 
for the implementation of the New Billing 
Solution in the amount of R850 434,75, 
exclusive of VAT. 

158. 

Venue for Co-operative 
Development Centre and 
SMME Textile HUB 
Seminar: 22 and 23 April 
2008 

R23 895,68 

Marine Protea Hotel 

21 May 2008 

Authority was granted to deviate from 
normal tender procedures in terms of 
Paragraph 36(1)(a)(v) of the Municipal 
Supply Chain Management Policy to hire 
a venue at the Marine Protea Hotel for 
the purposes of the Co-operative 
Development and SMME Textile HUB 
Seminar due to the fact that the Red 
Location Museum, which had been 
timeously reserved, was no longer 
suitable due to load shedding and the 
unavailability of suitable alternative 
municipal venues. 
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APPENDIX G 

NELSON MANDELA BAY MUNICIPALITY: NATIONAL TREASURY IMPLEMENTATION PLAN for ACHIEVING FULL COMPLIANCE 

WITH APPLICABLE ACCOUNTING STANDARDS 


Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 

Property, plant and 
equipment (GRAP 

17) 

Review of useful life of 
items of PPE 

recognised in the 
Annual Financial 

Statements 

[paragraphs 59 - 61, 

1. CFO to communicate the 

requirement for the review of useful 
lives of PPE to all custodians of 
Assets through a workshop / written 
communication. 

Has been communicated to all custodians of 
assets 

CFO/ Executive 
Directors 

1 July 2008 

and 77] 

2. CFO to issue a memo to all 
Executive Directors annually 

requesting them to ensure that the 
remaining useful life of all items of 
PPE under their control as per the 
Fixed Asset Register (FAR) is 
realistic. 

Memo has been issued to all custodians of 
assets 

CFO/ Executive 
Directors 

1 July 2008 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 


3. Executive Directors will inform the 
manager responsible for items of 
PPE where the remaining useful 
lives are shorter or longer than 
those reflected on the FAR annually. 

The Executive Directors have responded 
accordingly 

CFO/ Executive 
Directors 

31 December 

2008 

4. The useful lives in the Asset 
Register will annually be amended 
for items identified and the 
depreciation charge adjusted for the 
current and future periods. 

Adjustments in relation to the review of 
useful lives will be processed by 15 
December 2008 

CFO 

30 June 2009 

Property, plant and 
equipment (GRAP 

17) 

Review of useful life of 
items of PPE 

recognised in the 
Annual Financial 

Statements 

[paragraphs 59 - 61, 
and 77] 

5. Pass necessary accounting entries 
and also do necessary disclosure of 
the change in estimate (nature of 
change in estimate, amounts 
involved, effect on future periods). 

All entries will be processed by 15 
December 2008 

CFO 

30 June 2009 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 

Property, plant and 

1. CFO to issue a memo to all 

Memo has been issued to all custodians of 

CFO/ Executive 

1 July 2008 

equipment (GRAP 

17) 

Review of depreciation 
method applied to 
PPE recognised in the 
Annual Financial 

Executive Directors annually to 
request them to ensure that the 
depreciation method used to 
depreciate all items of PPE under 
their control per the FAR is realistic. 

assets 

Directors 


Statements 

2. CFO to annually review the 

Review will be completed by 30 June of 

CFO/ Executive 

1 July 2008 

[paragraphs 62 and 
77] 

depreciation method used to 
depreciate different classes of 
assets to assess its applicability for 
each class of asset. 

each year 

Directors 



3. Executive Directors will inform the 

The Executive Directors have responded 

CFO/ Executive 

31 December 


manager responsible for assets of 
items of PPE with remaining useful 
lives shorter or longer than those 
reflected annually on the FAR. 

accordingly 

Directors 

2008 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 

Property, plant and 
equipment (GRAP 

17) 

Review of depreciation 
method applied to 
PPE recognised in the 
Annual Financial 

Statements 

[paragraphs 62 and 
77] 

4. Pass necessary accounting entries 
and also do necessary disclosure of 
the change in estimate. 

All entries will be processed by 15 
December 2008 

CFO 

30 June 2009 

Property, plant and 
equipment (GRAP 

17) 

Impairment of non- 

cash-generating 

assets 

[paragraphs 64 - 69 
and 75(e)(v) - (vi)] 

1. CFO to issue a memo (including a 
printout of the FAR per directorate) 
annually to all Executive Directors 
to identify items of PPE that may 
have suffered impairment losses, 
requesting them to identify assets 
that: 

Memo, including printout, has been issued 
to all custodians of assets 

CFO/ Executive 
Directors 

1 July 2008 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 


> Are in a state of permanent 

damage at year end (no 

impairment losses will be 

recognised in respect of assets 
damaged that will be repaired after 
year end); 

> Have been stolen at year end 
(impairment loss is recorded equal 
to the carrying amount of stolen 
assets at the date of the theft). 




Property, plant and 
equipment (GRAP 

17) 

Impairment of non- 

cash-generating 

assets 

[Paragraphs 64 - 69 
and 75(e)(v) - (vi)] 

> Are technologically obsolete at 
year end (the inclusion of FAR 
printouts per directorate will 
facilitate this process - remaining 
useful lives of major assets are 
shown on these FAR printouts and 
the Executive Directors can then 
assess and indicate cases where 
the assessed remaining useful life 
is shorter than the remaining useful 
life on the printout); 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 


> Have remained idle for a 
considerable period either prior to 
them being put into use at year end 
or during their useful life. 





> Show that they are not performing 
according to their specifications or 
according to industry accepted 
norms. 





2. Calculate and record impairment 
losses by determining the 
difference between the asset’s 
carrying amount and its 

recoverable (service) amount 
where the recoverable amount is 
less than the asset’s carrying 
amount. 

All entries will be processed by 15 
December 2008. 

CFO 

30 June 2009 

Property, plant and 
equipment (GRAP 

17) 

Impairment of cash- 
generating assets 
[Paragraphs 63 and 
75(e)(v) - (Vi)] 

1. CFO to issue a memo (including a 
printout of the FAR per directorate) 
annually to all Executive Directors to 
identify items of PPE that may have 
suffered impairment losses, 

requesting them to identify assets 
that: 

Memo, including printout, has been issued 
to all custodians of assets 

CFO/ Executive 
Directors 

1 July 2008 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 


• Are in a state of permanent damage 
at year end (no impairment losses 
will be recognised in respect of 
assets damaged that will be 
repaired after year end); 

• Have been stolen at year end 
(impairment loss is recorded equal 
to the carrying amount of stolen 
assets at the date of the theft); 

• Are technologically obsolete at year 
end (the inclusion of FAR printouts 
per directorate will facilitate this 
process - remaining useful lives of 
major assets are shown on these 
FAR printouts and the Executive 
Directors can then assess and 
indicate cases where the assessed 
remaining useful life is shorter than 
the remaining useful life on the 
printout); 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 

Property, plant and 
equipment (GRAP 

17) 

Impairment of cash- 
generating assets 
[Paragraphs 63 and 
75(e)(v) - (Vi)] 

• Have remained idle for a 
considerable period either prior to 
them being put into use at year end 
or during their useful life. 





• Show that they are not performing 
according to their specifications or 
according to industry accepted 
norms. 





2. Calculate and record impairment 
losses by determining the difference 
between the asset’s carrying 
amount and its recoverable (service) 
amount where the recoverable 
amount is less than the asset’s 
carrying amount. 

All entries will be processed by 15 
December 2008. 

CFO 

30 June 2009 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 

Impairment 

Assets 

(IAS 36/AC 128) 

Entire Standard 

of 

1. CFO to issue a memo (including a 
printout of the FAR per directorate) 
annually to all Executive Directors to 
identify items of PPE that may have 
suffered impairment losses, 

requesting them to identify assets 
that: 

Memo, including printout, has been issued 
to all custodians of assets 

CFO/ Executive 
Directors 

1 July 2008 



• Are in a state of permanent damage 
at year end (no impairment losses 
will be recognised in respect of 
assets damaged that will be 
repaired after year end); 




Impairment 

Assets 

(IAS 36/AC 128) 

Entire Standard 

of 

• Are stolen at year end (impairment 
loss is recorded equal to the 
carrying amount of stolen assets at 
the date of the theft); 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 


• Are technologically obsolete at year 
end (the inclusion of FAR printouts 
per directorate will facilitate this 
process - remaining useful lives of 
major assets are shown on these 
FAR printouts and the Executive 
Directors can then assess and 
indicate cases where the assessed 
remaining useful life is shorter than 
the remaining useful life on the 
printout); 

• Have remained idle for a 
considerable period either prior to 
them being put into use at year end 
or during their useful life. 

• Show that they are not performing 
according to their specifications or 
according to industry accepted 
norms. 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 

Impairment of 

2. Calculate and record impairment 

All entries will be processed by 15 

CFO 

30 June 2009 


Assets losses by determining the difference December 2008 

(IAS 36/AC 128) between the asset’s carrying 

Entire Standard amount and its recoverable (service) 

amount where the recoverable 
amount is less than the asset’s 

carrying amount. 

Inventories (GAMAP Currently the Municipality does not 
12) reflect land that will be sold within the 

The entire standard as next twelve months as inventories, but 
far as it relates to carries these items as part of PPE. 
immovable capital The following implementation plans will 
assets inventory that need to be executed to ensure 
is accounted for in compliance with GAMAP 12: 
terms of GAMAP 1 7 

1. Ensure that all land and buildings The Land Management System will provide CFO/ Executive 31 December 

under the control of the Municipality this information by 31 December 2008 Director: Housing 2008 

are reflected on the Fixed Asset and Land 

Register of the Municipality by 

implementing the action plans set 

out as points (1) to (3) for the 

section on Investment Property as 

set out below. 

2. Ensure that at the first balance Adjustments will be processed once the CFO/ Executive 30 June 2009 

sheet date that this specific Land Management System is fully Director: Housing 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 


requirement of GAMAP 12 will be 
implemented to show these assets 
as inventories, all land and buildings 
that will be sold within the following 
twelve months are removed from 
the FAR and are reclassified as 
inventories. 

operational. 

and Land 


Inventories (GAMAP 

3. Ensure that these inventories are 

Adjustments will be processed once the 

CFO/ Executive 

30 June 2009 

12) 

measured at the lower of cost price 

Land Management System is fully 

Director: Housing 


The entire standard as 
far as it relates to 
immovable capital 

assets inventory that 
is accounted for in 
terms of GAMAP 1 7 

and Net Realisable Value (NRV). 

operational. 

and Land 



4. Ensure that the necessary 

disclosure requirements relating to 
inventories of land and buildings are 
met. 

Disclosures in the Financial Statements will 
be made in terms of the applicable 
accounting standards. 

CFO 

30 June 2009 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 

Investment Property 
(IAS 40/AC 135) 

The entire standard to 
the extent that the 
property is accounted 
for in terms of GAMAP 
17 

1 . Perform a title deeds search to 
identify all land and buildings under 
the control of the Municipality. 

2. Compare the results of the title 
deeds search to the Fixed Asset 
Register and the Valuation Roll and 
adjust the FAR to reflect all land and 
buildings under the control of the 
Municipality. 

Completed - 30 March 2008 

All land has been valued 

Executive Director: 
Housing and Land 

CFO/ Executive 
Director: Housing 
and Land 

1 July 2008 

31 December 

2008 


3. Value land and buildings, which 
were previously not reflected on the 
FAR, at fair value where historical 
cost prices and acquisition dates are 
unknown. 

Refer (2) above 

CFO/ Executive 
Director: Housing 
and Land 

30 June 2009 

Investment Property 
(IAS 40/AC 135) 

The entire standard to 
the extent that the 
property is accounted 
for in terms of GAMAP 
17 

4. Identify and reclassify as Investment 
Property (IP) all land and buildings 
reflected on the updated FAR 
meeting the definition of Investment 
Property as per IAS 40. 

The identification of investment property has 
been completed 

CFO 

30 June 2009 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 


5. Decide on an accounting policy for 
the subsequent measurement of IP 
i.e. cost price less accumulated 
depreciation or Fair Value. The cost 
model for IP is not desirable nor 
does it result in fair presentation (it 
is highly unlikely that IP will 
depreciate in value, nor will its value 
be impaired under normal 

circumstances - IAS 40 encourages 
a municipality to rather apply the fair 
value model opposed to the cost 
model); 

Accounting Policy matters will be treated as 
per the applicable accounting standards 
aligned with the exemptions. 

CFO 

30 June 2009 


6. Ensure that the necessary 

procedures are put in place to 
ensure the proper accounting 

treatment of IP after initial 
recognition to deal with the 

accounting for subsequent 

expenditure, disposal of IP, 

transfers of IP, Fair value increases 

etc. 

The Land Management System will manage 
this aspect 

CFO 

30 June 2009 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 

Investment Property 
(IAS 40/AC 135) 

The entire standard to 
the extent that the 
property is accounted 
for in terms of GAMAP 
17 

7. Property held for sale in the coming 
financial year (2007/2008) will have 
to be calculated and transferred to 
Inventory 

The Land Management System will manage 
this aspect. 

CFO 

30 June 2008 

8. According to IAS 40 the following 
disclosure requirements are listed 
that will be included in the APS of 
the municipality:- 

Disclosure will be in line with exemptions. 

CFO 

30 June 2009 


> The gross carrying amount of cost 
price and accumulated depreciation 
at the beginning and the end of the 
period; 





>A reconciliation of the carrying 
amount of Investment Property at 
the beginning and the end of the 
period, showing additions, 

improvements, disposals, fair value 
adjustments, depreciation and 

impairment; and 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 


> Transfers to or from Investment 
Properties and Investment 

Properties reclassified as held for 
sale. 




Investment Property 
(IAS 40/AC 135) 

Disclosure of the fair 
value of investment 
property if the cost 
model is applied and 
where the municipality 
has recognised the 
investment property in 
terms of the standard 
[paragraphs 79(e)(i) - 

(Hi)] 

• Ensure that, even if IP is reflected at 
cost, procedures are put in place to 
obtain the Fair Value of IP at each 
Balance Sheet date for inclusion in 
the notes to the AFS. 

Valuation Roll will be used to determine fair 
value. 

CFO 

30 June 2009 

Leases 

(IAS 17/AC 105) 

Recognising operating 
lease payments / 
receipts on a straight- 
line basis if the 
amounts are 

1. Municipality as lessee: operating 
leases that have fluctuating 
payment arrangements must be 
identified. 

Process of identifying leases where the 
Metro is the lessee has been completed 

CFO/ Executive 
Directors 

30 June 2008 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 

recognised on the 
basis of the cash flows 
in the lease 

agreement. 

[SAICA circular 12/06 
paragraphs 8-11 and 
paragraphs 33, 34, 50, 
51 of IAS 17/AC 105) 






2. Municipality as lessor: operating 
leases that have fluctuating 
payment arrangements must be 
identified. 

Process of identifying leases where the 
Metro is the lessor will be completed by 30 
June 2009 

Executive Director: 
Housing and Land 
(lessor) 

30 June 2009 

Leases 

(IAS 17/AC 105) 

Recognising operating 
lease payments / 
receipts on a straight- 
line basis if the 
amounts are 

recognised on the 
basis of the cash flows 
in the lease 

agreement. 

3. Currently, operating lease payments 
are accounted for based on the 
cash flows in the lease agreement 
and therefore the actual amount of 
lease installments incurred per 
annum is recognized in the 
Statement of Financial 

Performance. Once straight lining is 
done the amount recognized in the 
Statement of Financial Performance 
will be the average annual 

Straight lining of leases runs parallel with 
processes mentioned in 1 and 2 above 

CFO 

30 June 2009 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 

[SAICA circular 12/06 
paragraphs 8-11 and 
paragraphs 33, 34, 50, 
51 of IAS 17/AC 105) 

installment calculated over the 
entire lifespan of the lease. If the 
actual installments in a year are 
more than the average installment 
the difference will be shown as a 
prepayment (debtor) in the AFS. If 
the actual installments in a year are 
less than the average installment 
the difference will be shown as an 
accrual (creditor) in the AFS. 




Intangible Assets 
(IAS 38/AC 129) 

The entire standard 
except for the 

recognition, 
measurement and 

disclosure of computer 
software equipment 
and website costs 

(SIC 32/AC 432) and 
all other costs are 
expensed 

Classification and initial measurement 
of Intangible Assets not yet accounted 
for in terms of IAS 38: 

1 . All assets that meet the definition of 
an intangible asset and the 
recognition criteria for an asset will 
be identified by scrutinising the FAR 
and capital purchases file/vouchers. 

Identification of Intangible Assets has been 
completed 

CFO/ Executive 
Directors 

1 July 2008 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 


2. All intangible assets identified will be 
measured initially at their cost price. 
Examples of items which may meet 
the definition of an intangible asset 
in the municipal environment are: 

• The cost of the General Valuation 
Roll; 

• A license fee for operating a tip site, 
where the fee grants to the 
municipality the right to operate the 
tip site for a period of longer than 
one year; and 

• Servitudes. 

Review of cost measurement basis of 
Intangible Assets has been completed 

CFO 

30 June 2009 

Intangible Assets 
(IAS 38/AC 129) 

The entire standard 
except for the 

recognition, 
measurement and 

disclosure of computer 
software equipment 

3. Necessary procedures will be put in 
place to ensure the proper 
accounting treatment of Intangible 
assets after initial recognition to deal 
with the accounting for subsequent 
expenditure, amortisation, review of 
useful lives of intangible assets. 

Procedures will be in place 

CFO 

30 June 2009 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 

and website costs 
(SIC 32/AC 432) and 
all other costs are 
expensed 

retirements and disposals of 
intangible assets and internally 
generated intangible assets. 





4. The following adjustments will need 
to be made to the intangible assets 
(excluding computer software 

equipment and web site costs) 
currently reflected as PPE in the 
asset register: 

Relevant adjustments will be processed by 
15 December 2008. 

CFO 

30 June 2009 

Intangible Assets 
(IAS 38/AC 129) 

The entire standard 
except for the 

recognition, 
measurement and 

disclosure of computer 
software equipment 
and website costs 

(SIC 32/AC 432) and 
all other costs are 
expensed 

• If any intangible assets are currently 
classified as part of PPE, then the 
full application of IAS 38 will lead to 
a reclassification of these items as 
intangible assets. This will result in 
a reduction in the carrying amount 
of PPE and an increase in intangible 
assets. 

Relevant adjustments will be processed by 
15 December 2008. 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 


5. If intangible assets have been 
incorrectly expensed in the past this 
can be regarded as a prior period 
error and will be corrected 
retrospectively by applying GRAP 3. 
This will lead to a restatement 
(increase) of the opening balance of 
the Accumulated Surplus Account 
as well as an increase in the Asset 
Value on the Statement of Financial 
Position of the Municipality. 

Relevant adjustments will be processed by 
15 December 2008. 

CFO 

30 June 2009 

Employee Benefits 
(IAS 19/AC 116) 

Defined benefit 

accounting as far as it 
relates to defined 
benefit plans 

accounted for as 
defined contribution 
plans and the defined 
benefit obligation 

disclosed by narrative 
information. 

[paragraphs 29, 48 - 
119, 120A(c)-(q)] 

Currently the municipality does not 
account for its defined benefit plans 
and other long-term employee benefits 
in terms of IAS 19. The following will 
be done by the municipality: 

1. Determine and draw up a detailed 
list of all of the municipality’s post 
retirement benefit plans; 

Done. 

Executive Director: 
Corporate 

Services/ CFO 

31 January 2008 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 

Employee Benefits 
(IAS 19/AC 116) 

Defined benefit 

accounting as far as it 
relates to defined 
benefit plans 

accounted for as 
defined contribution 
plans and the defined 
benefit obligation 

disclosed by narrative 
information. 

[paragraphs 29, 48 - 
119, 120A(c)-(q)] 

2. Ensure that the necessary actuarial 
valuations are requested for all of 
the above-mentioned identified 
plans to ensure that the relevant 
information is obtained to enable the 
municipality to account for the 
defined benefit plan (the actuaries 
will also have to confirm that these 
identified plans are indeed defined 
benefit plans). Request that the 
consultants tasked with preparing 
the actuarial reports provide the 
municipality with an indication of the 
journal entries and disclosure of 
these entries in the AFS for the 
financial year. 

Actuarial valuations have been obtained 

CFO 

30 June 2009 


3. Determine if there are any multi - 
employer plans in existence (for e.g. 
Joint Municipal Pension Funds) 
within the municipality; 

Multi - employer plans were determined at 
29 February 2008 and listed accordingly. 

Executive Director: 
Corporate 

Services/ CFO 

30 June 2009 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 


4. Should the municipality be a 
member of multi-employer plans, 
obtain the necessary actuarial 
information from the various fund 
administrators in this regard for all 
such plans, as required by IAS 
19.29 and IAS 19.30; 

Letters have been submitted to the various 
Fund Administrators to obtain the required 
information. 

Executive Director: 
Corporate 

Services/ CFO 

30 June 2009 

Employee Benefits 
(IAS 19/AC 116) 

Defined benefit 

accounting as far as it 
relates to defined 
benefit plans 

accounted for as 
defined contribution 
plans and the defined 
benefit obligation 

disclosed by narrative 
information. 

[paragraphs 29, 48 - 
119, 120A(c)-(q)] 

5. Draft a list of the other accounting 
treatment and disclosure 

requirements of IAS 19 and ensure 
that these requirements are met in 
the AFS. 

Once information has been obtained the 
accounting treatment and the 2008/09 
financial statements will be IAS 19 
compliant. 

CFO 

30 June 2009 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 

Revenue 
(GAMAP 9) 

Initial measurement of 
fair value discounting 
all future receipts 
using an imputed rate 
of interest. 

[SAICA circular 09/06 
and paragraph 12] 

In terms of GAMAP 9 revenue is 
measured at the fair value of the 
consideration received. In most cases 
the consideration is in the form of cash 
or cash equivalents and the amount of 
revenue is the amount of cash or cash 
equivalents received or receivable. 
Where the inflow of cash or cash 
equivalents is deferred, for example 
where the entity provides an interest 
free credit period to the purchaser the 
fair value of the revenue must then be 
determined by discounting all future 
receipts by using an imputed rate of 
interest. 

The municipality does not envisage 
entering into transactions where an 
interest free credit period is provided to 
the purchaser of services or goods 
from the municipality and therefore it is 
highly unlikely that the municipality will 
be faced with this type of transaction. 

In terms of SAICA circular 9 of 2006, 
ensure that the following is done: 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 


1 . Prepare a list of all settlement 
discounts received for prompt 
settlement of creditors in respect of 
inventories purchased. 

In process of identifying settlement discount 
received for the purchase of inventories 

CFO 

30 June 2008 

Revenue 
(GAMAP 9) 

Initial measurement of 
fair value discounting 
all future receipts 

2. Ensure that these settlement 
discounts have been deducted from 
the cost price of the inventories 
concerned. 

Process has been implemented as from 1 
July 2008 

CFO 

30 June 2008 

using an imputed rate 
of interest. 

[SAICA circular 09/06 
and paragraph 12] 

3. If these settlement discounts have 
been accounted for as other income 
ensure that the other income is 
reversed to cost of inventories in 
respect of inventories that are still 
on hand and to inventories 
expensed in respect of inventories 
that have been sold or utilised by 
the municipality. 

Process has been implemented as from 1 
July 2008 

CFO 

30 June 2008 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 


4. It is highly unlikely that the 
municipality has received extended 
payment terms. If it had received 
extended payment terms, the 
requirements of SAICA Circular 
9/06.23 to .30 will be met. These 
paragraphs essentially state and 
require the following: 

NOT APPLICABLE 

CFO 

30 June 2008 

Revenue 
(GAMAP 9) 

Initial measurement of 
fair value discounting 
all future receipts 
using an imputed rate 
of interest. 

[SAICA circular 09/06 
and paragraph 12] 

i) IAS 39 - Financial Instruments: 
Recognition and Measurement 
applies to the payable in such 
circumstances, and the effect of the 
time value of money should be 
reflected when this is material (IAS 
39 paragraphs AG69-AG82); and 





ii). Furthermore, paragraph 18 of IAS 2 
addresses deferred settlement 
terms and states that when the 
arrangement effectively contains a 
financing element, that element 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 


must be recognised as interest over 
the period of the financing. It also 
provides an example of a financing 
element - where there is a 
difference between the purchase 
price for normal credit terms and the 
amount paid. 





5. The re-allocation of SAICA Circular 
9/06 related transactions will require 
system posting adjustments which 
will be performed in the 2007/08 
financial year. 

Will be implemented by December 2008. 

CFO 

30 June 2009 

Financial 

Instruments: 
Recognition and 

Measurement 
(IAS 39/AC 133) 

Initially measuring 

financial assets and 
financial liabilities at 

The municipality is of the opinion that it 
is, through its normal activities, 
complying with the requirements of the 
initial measurement of IAS 39. 
According to IAS 39 Application 
Guidance par 64 and 76A, the fair 
value of a financial instrument on initial 
recognition is normally the transaction 


CFO 

30 June 2009 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 

fair value. 

[SAICA circular 09/06, 
paragraph 43, AG 79, 
AG 64 and AG 65 of 
IAS 39/ AC 133] 

price (i.e. the fair value of the 
consideration given or received). 
However in cases that might be 
identified where initial recognition is 
not done correctly, the following 
actions would be required. 





1. Initial recognition: IAS 39 requires 
recognition of a financial asset or a 
financial liability when, and only 
when, the entity becomes a party to 
the contractual provisions of the 
instrument, subject to the following 
provisions in respect of regular way 
purchases. 

Will comply with the requirements of initial 
measurement by 30 June 2009 

CFO 

30 June 2009 


2. Initial measurement: Initially, 

financial assets and liabilities will be 
measured at fair value (including 
transaction costs, for assets and 
liabilities not measured at fair value 
through profit or loss. 

Will comply with the requirements of initial 
measurement by 30 June 2009. 

CFO 

30 June 2009 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 

Financial 

Instruments: 
Recognition and 

Measurement 
(IAS 39/AC 133) 

Initially measuring 

financial assets and 
financial liabilities at 
fair value. 

[SAICA circular 09/06, 
paragraph 43, AG 79, 
AG 64 and AG 65 of 
IAS 39/ AC 133] 

Action: Fair value is the amount for 
which an asset could be exchanged, or 
a liability settled, between 

knowledgeable, willing parties in an 
arm's length transaction. IAS 39 
provides a hierarchy to be used in 
determining the fair value for a 
financial instrument which are the 
following: 

• Quoted market prices in an active 
market are the best evidence of fair 
value and will be used, where they 
exist, to measure the financial 
instrument. 




Financial 

Instruments: 
Recognition and 

Measurement 
(IAS 39/AC 133) 

Initially measuring 

• If a market for a financial instrument 
is not active, an entity establishes 
fair value by using a valuation 
technique that makes maximum use 
of market inputs and includes recent 
arm's length market transactions. 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 

financial assets and 
financial liabilities at 
fair value. 

[SAICA circular 09/06, 
paragraph 43, AG 79, 
AG 64 and AG 65 of 
IAS 39/ AC 133] 

reference to the current fair value of 
another instrument that is 

substantially the same, discounted 
cash flow analysis, and option 
pricing models. An acceptable 
valuation technique incorporates all 
factors that market participants 
would consider in setting a price and 
is consistent with accepted 
economic methodologies for pricing 
financial instruments. 





• If there is no active market for an 
equity instrument and the range of 
reasonable fair values is significant 
and these estimates cannot be 
made reliably, then an entity must 
measure the equity instrument at 
cost less impairment. 




Non-current Assets 
held for Sale and 
Discontinued 
Operations 
(IFRS 5/AC142) 

1 . Print-outs of the FAR per directorate 
will be made and distributed to each 
respective Executive Director. The 
Executive Directors will scrutinise 
the FAR applicable to their 

Printouts has been distributed to all 
custodians of assets 

CFO/ Executive 
Directors 

30 June 2009 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 

Classification, 
measurement and 

disclosure of non- 
current assets held for 
sale. 

[paragraphs 6 - 14, 15 
- 29 (in so far as it 
reiates to non-current 
assets held for sale), 
38 - 42] 

directorate and identify assets that 
meet the criteria for non-current 
assets held for sale as set out by 
IFRS 5.6 to .11. 





2. The Executive Director will return 
their FAR, to the CFO and indicate 
the assets that meet the above 
mentioned criteria. 

The Executive Directors have responded 
accordingly 

CFO/ Executive 
Directors 

30 June 2009 


3. CFO will ensure that every 
directorate returns their FAR and 
ensure that it has been signed-off as 
proof that it has been reviewed. 

Review, evaluation and necessary follow-up 
on responses received will be completed by 
31 October 2008 

CFO 

30 June 2009 




310 


Financial reporting 

Milestones to be achieved to 

Amendment to milestone and or 

Person 

Estimate date 

standard and 

comply with exemption - 

achievement of milestone 

responsible 

of compliance 

extent of 

reported in October 2007 

[include whether the milestones have 


[cannot extend 

exemption from 

[include the key challenges to be 

been achieved or not, the reasons for 


beyond 31 

standard 

overcome] 

amendments to the milestones and the 
reasons for non-achievement] 


June 2008] 

Non-current Assets 

4. Scrutinise the fixed asset votes in 

Review, reclassify and process adjustments. 

CFO/ Executive 

30 June 2009 

held for Sale and 

the GL after year-end up to the date 

if applicable, by 15 December 2008. 

Directors 


Discontinued 

when the financial statements are 




Operations 

prepared, to identify assets that are 




(IFRS 5/AC142) 

sold after year-end and meet the 




Classification, 

IFRS 5.6 to 1 1 requirements at year 




measurement and 

end. Ensure that these assets are 




disclosure of non- 

classified as Non-current assets 




current assets held for 

held for sale in the Financial 




sale. 

Statements for the year under 




[paragraphs 6 - 14, 15 
- 29 (in so far as it 
relates to non-current 

review. 




assets held for sale), 
38 - 42] 

5. Measure and disclose the Non 

Disclosures in the Financial Statements will 

CFO 

30 June 2009 


Current Assets held for Sale in 

be made in terms of the applicable 




accordance with IFRS 5 

requirements. 

accounting standards. 



Financial 

1. Financial instrument is a contract 




Instruments: 

that gives rise to a financial asset of 




Disclosures 

one entity and a financial liability or 




(IFRS 7/AC 144) 

Entire Standard to be 

equity instrument of another entity. 




replaced by IAS 32 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 

(AC 125) issued 

August 2006 and 
effective for financial 
statements covering 
periods beginning on 
or after 1 January 
1998 





Financial 

Instruments: 
Disclosures 
(IFRS 7/AC 144) 

Entire Standard to be 
replaced by IAS 32 
(AC 125) issued 

August 2006 and 
effective for financial 
statements covering 
periods beginning on 
or after 1 January 
1998 

2. The municipality will group its 
financial instruments into classes of 
similar instruments and, when 
disclosures are required, make 
disclosures by class. 

The two main categories of 
disclosures are: 

> Information about the significance of 
financial instruments. 

Disclosure will be included in the notes to 
the 2007/08 financial statements 

CFO 

30 June 2009 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 


> Information about the nature and 
extent of risks arising from financial 
instruments. 

Action: The following disclosures 
for each of the categories will be 
included: 




Financial 

Instruments: 
Disclosures 
(IFRS 7/AC 144) 

Entire Standard to be 
replaced by IAS 32 
(AC 125) issued 

August 2006 and 
effective for financial 
statements covering 
periods beginning on 
or after 1 January 
1998 

Balance sheet: 

> Financial assets measured at fair 
value through profit and loss, 
showing separately those held for 
trading and those designated at 
initial recognition. 

> Held-to-maturity investments. 

> Loans and receivables. 

> Available-for-sale assets. 

> Financial liabilities at fair value 
through profit and loss, showing 
separately those held for trading 
and those designated at initial 
recognition. 

> Financial liabilities measured at 
amortised cost. 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 

Financial 

Instruments: 
Disclosures 
(IFRS 7/AC 144) 

Entire Standard to be 
replaced by IAS 32 
(AC 125) issued 

August 2006 and 
effective for financial 
statements covering 
periods beginning on 
or after 1 January 
1998 

Income statement: 

> Items of income, expense, gains, 

and losses, with separate 

disclosure of gains and losses from 
financial assets measured at fair 
value through profit and loss, 
showing separately those held for 
trading and those designated at 
initial recognition, held-to-maturity 
investments, loans and receivables, 
available-for-sale assets, financial 
liabilities measured at fair value 
through profit and loss, showing 
separately those held for trading 
and those designated at initial 
recognition and financial liabilities 
measured at amortised cost. 

> Interest income and interest 
expense for those financial 
instruments that are not measured 
at fair value through profit and loss 

> Fee income and expense 

> Amount of Impairment losses on 
financial assets 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 


> Interest income on impairment 
financial assets 




Financial 

Instruments: 
Disclosures 
(IFRS 7/AC 144) 

Entire Standard to be 
replaced by IAS 32 
(AC 125) issued 

August 2006 and 
effective for financial 
statements covering 
periods beginning on 
or after 1 January 
1998 

Other disclosures: 

> Accounting policies for financial 
instruments. 

1. Note that disclosure of fair values is 
not required when the carrying 
amount is a reasonable 

approximation of fair value, such as 
short-term trade receivables and 
payables, or for instruments whose 
fair value cannot be measured 
reliably. (IFRS 7 par 29 (a) and (b)) 




Accounting for 
Government Grants 
and disclosure of 
Government 
Assistance 
(IAS 20/AC 134) 

Entire Standard 
excluding paragraph 

24 and 26, replaced 

1. Currently all conditional capital 
grants received for the purchase of 
PPE are accounted for in terms of 
the NT GRAP implementation 
guidelines dated June 2005 and 
also GAMAP 9.42 to 46. 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 

by paragraph 08 of 
GAMAP 12, paragraph 
25 of GAMAP 17 and 
paragraphs 42 - 46 of 
GAMAP 9 





Accounting for 
Government Grants 
and disclosure of 
Government 
Assistance 
(IAS 20/AC 134) 

Entire Standard 

excluding paragraph 

24 and 26, replaced 
by paragraph 08 of 
GAMAP 12, paragraph 

25 of GAMAP 17 and 
paragraphs 42 - 46 of 
GAMAP 9 

2. On receipt of a conditional capital 
government grant the amount is 
banked and reflected as a current 
liability called Unspent Conditional 
Grants and Receipts. Once the 
amount is spent in accordance 
with the grant conditions a transfer 
is made from the current liability to 
the Statement of Financial 
Performance equal to the amount 
that has been spent during the 
financial year in accordance with 
the grant conditions. Thereafter an 
equal amount is transferred from 
the Accumulated Surplus to the 
Government Grant Reserve (GGR) 
on the statement of Changes in 
Net Assets. Annually an amount is 
transferred from this reserve to 
accumulated surplus equal to the 

Process of unbundling the GGR to a 
deferred income account has been 
completed 

CFO 

30 June 2008 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 


amount of depreciation on assets 
funded from government grants. 
The purpose of this policy is to 
promote community equity by 
ensuring that the future 

depreciation expenses that will be 
incurred over the useful lives of 
government grant funded items of 
property, plant and equipment are 
offset by transfers from this 
reserve to the accumulated 
surplus/ (deficit). 




Accounting for 
Government Grants 
and disclosure of 
Government 
Assistance 

3. On the implementation of IAS 20, 
unbundle the GGR by transferring 
the balance to a deferred income 
account. 

Process of unbundling the GGR to a 
deferred income account has been 
completed 

CFO 

30 June 2008 

(IAS 20/AC 134) 

Entire Standard 

excluding paragraph 

24 and 26, replaced 
by paragraph 08 of 
GAMAP 12, paragraph 

25 of GAMAP 17 and 
paragraphs 42 - 46 of 

4. For future depreciation charges in 
respect of assets that have a 
carrying amount equal to the 
deferred income account on the 
date of the unbundling of the GGR, 
ensure that an amount equal to the 
depreciation charge is transferred 
from deferred income to the 

Process of unbundling the GGR to a 
deferred income account has been 
completed 

CFO 

30 June 2008 
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Financial reporting 
standard and 
extent of 
exemption from 
standard 

Milestones to be achieved to 
comply with exemption - 
reported in October 2007 

[include the key challenges to be 
overcome] 

Amendment to milestone and or 
achievement of milestone 

[include whether the milestones have 
been achieved or not, the reasons for 
amendments to the milestones and the 
reasons for non-achievement] 

Person 

responsible 

Estimate date 
of compliance 

[cannot extend 
beyond 31 

June 2008] 

GAMAP 9 

Statement of Financial 

Performance. 




Construction 
Contracts 
(IAS 11/AC 109) 

Entire Standard 

The municipality does not enter into 
construction contracts, where assets 
are constructed with the purpose of 
realizing a profit on construction 
activities. Therefore it is considered 
that the application of IAS 1 1 by the 
municipality will not be necessary, as 
the municipality does not enter into 
transactions accounted for in terms of 
IAS 1 1 . 

Not applicable 

Not applicable 

Not applicable 

Business 
Combinations 
(IFRS 3/AC 140) 

Entire Standard 

1. The municipality does not enter into 
business combination transactions. 
This standard would at the most be 
relevant to the municipality in terms 
of goodwill, but the municipality 
does not have any goodwill it needs 
to account for. 

2. No further actions therefore required 
to implement this standard. 

Not applicable 

Not applicable 

Not applicable 
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MANDELA BAY DEVELOPMENT AGENCY INCORPORATED ASSOCIATION NOT FOR GAIN 
NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008 

1 ACCOUNTING POLICIES 

1.1 REPORTING ENTITY 

Mandela Bay Development Agency (MBDA) is a municipal entity (registered section 21 
company) with the Nelson Mandela Bay Municipality (NMBM) as Its parent municipality. The 
MBDA's registered address Is The City Hall, Port Elizabeth. The MBDA is situated in the 
Nelson Mandela Bay Municipality of the Eastern Cape Province. The Agency has been 
established by the NMBM with the assistance of the Industrial Development Corporation (IDC) 
to project manage urban regeneration of the inner metro precinct with a view to promoting 
economic and tourism development. 

1.2 BASIS FOR PRESENTATION 

1.2.1 Statement of Compliance 

The annual financial statements have been prepared In accordance with the South African 
Statements of Generally Accepted Accounting Practice (GAAP) including any interpretations of 
such Statements issued by the Accounting Practices Board, with the effective Standards of 
Generally Recognised Accounting Practices (GRAP) Issued by the Accounting Practices Board 
replacing the equivalent GAAP Statement as follows: 


Standard of GRAP 

Replaced Statement of GAAP 

GRAP 1: Presentation of financial 

statements 

AC 101: Presentation of financial statements 

GRAP 2: Cash flow statements 

AC 118: Cash flow statements 

GRAP 3: Accounting policies, changes in 
accounting estimates and errors 

AC 103: Accounting policies, changes In 

accounting estimates and errors 


Currently the recognition and measurement principles in the above GRAP and GAAP 
Statements do not differ or result in material differences In items presented and disclosed In the 
financial statements. The Implementation of GRAP 1, 2 & 3 has resulted in the following 
changes in the presentation of the financial statements: 


1.2. 1.1 Terminology differences: 


Standard of GRAP 

Replaced statement of GAAP 

Statement of financial performance 

Income Statement 

Statement of financial position 

Balance Sheet 

Statement of changes in net assets 

Statement of changes In equity 

Net assets 

Equity 

Surplus / deficit 

Profit / loss 

Accumulated surplus / deficit 

Retained earnings 

Contributions from owners 

Share capital 

Distributions to owners 

Dividends 


1 .2.1 .2 The cash flow statement is prepared in accordance with the direct method 

1.2. 1.3 Specific information is presented separately on the statement of financial position 
such as: 

a) Receivables from non-exchange transactions including transfers 

b) Trade and Other Payables from non-exchange transactions 

1.2. 1.4 The amount and nature of any restrictions on cash balances, where applicable, is 
disclosed 
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1 .2.2 New Standards Adopted 

The accounting policies adopted are consistent with those of the previous financial year 
except as listed below: 

The company has adopted the following new and amended IFRS and IFRIC Interpretations 
during the year. Adoption of these revised standards and interpretations did not have any 
effect on the financial performance or position of the company. They did however give rise 
to additional disclosures, including in some cases, revisions to accounting policies. 

IFRS 7 Financial Instruments: Disclosure 

IAS 1 Presentation of Financial Statements - Capital Disclosures 

IFRIC 8 (AC441 ), Scope of IFRS2 (effective 1 May 2006) 

IFRIC 9 (AC442), Re-assessment of Embedded Derivatives (effective 1 June 
2006) 

IFRIC 10 (AC443), Interim Financial Reporting and Impairment (effective 
1 November 2006) 

IFRIC 11, IFRS 2 - Company and Treasury Share Transactions 
The principal effects of these changes are as follows: 

IFRS 7 Financial Instruments: Disclosures 

This standard requires disclosures that enable users of the financial statements to evaluate the 
significance of the company's financial Instruments and the nature and extent of risks arising 
from those financial Instruments. The new disclosures are Included throughout the financial 
statements. While there has been no effect on the financial position or results, comparative 
Information has been revised where needed. 

IAS 1 Presentation of Financiai Statements 

This amendment requires the company to make new disclosures to enable users of the 
financial statements to evaluate the company's objectives, policies and processes for 
managing capital. These new disclosures are shown In Note 1 .2.3. 

IFRIC 8 Scope of IFRS 2 

This interpretation requires IFRS 2 to be applied to any arrangements in which the entity 
cannot identify specifically some or all of the goods received. In particular where equity 
Instruments are issued for consideration which appears to be less than fair value. As equity 
instruments are only Issued to employees in accordance with the employee share scheme, the 
Interpretation had no impact on the financial position or performance of the company. This 
statement has had no effect on the current year financial statements. 

IFRIC 9 Reassessment of Embedded Derivatives 

IFRIC 9 states that the date to assess the existence of an embedded derivative is the date that 
an entity first becomes a party to the contract, with reassessment only If there Is a change to 
the contract that significantly modifies the cash flows. As the company has no embedded 
derivative requiring separation from the host contract, the interpretation had no Impact on the 
financial position or performance of the company. This statement has had no effect on the 
current year financial statements. 

IFRIC 10 Interim Financiai Reporting and Impairment 

The company adopted IFRIC Interpretation 10 as of 1 January 2007, which requires that an 
entity must not reverse an impairment loss recognised In a previous interim period In respect of 
goodwill or an Investment in either an equity instrument or a financial asset carried at cost. As 
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the company had no impairment losses previously reversed, the interpretation had no impact 
on the financial position or performance of the company. This statement has had no effect on 
the current year financial statements. 

IFRIC 11 IFRS 2 - Company and Treasury Share Transactions 

The company adopted IFRIC 11 which requires arrangements whereby an employee is granted 
rights to an entity's equity instruments to be accounted for as an equity-settled scheme, even if 
the entity buys the instruments from another party, or the shareholders provide the equity 
instruments needed. No such arrangement exists and hence this interpretation has had no 
impact on the company. 

1 .2.3 Future Changes to Policies 


The following GRAP statements have been approved and will be effective from 1®* April 2009 


Reference 

Topic 

GRAP 4 

The Effects of Changes in Exchange Rates 

GRAP 5 

Borrowing Costs 

GRAP 6 

Consolidated and Separate Financial Statements 

GRAP 7 

Investments in Associates 

GRAP 8 

Investments in Joint Ventures 

GRAP 9 

Revenue from Exchange Transactions 

GRAP 10 

Financial Reporting in Flyperinflationary Economies 

GRAP 1 1 

Construction Contracts 

GRAP 12 

Inventories 

GRAP 13 

Leases 

GRAP 14 

Events After the Reporting Date 

GRAP 16 

Investment Property 

GRAP 17 

Property, Plant and Equipment 

GRAP 19 

Provisions, Contingent Liabilities Assets 

GRAP 100 

Non - current Assets Held for Sales and Discontinued Operations 

GRAP 101 

Agriculture 

GRAP 102 

Intangible Assets 


1 .2.4 Basis of measurement 

The financial statements have been prepared on an accrual basis of accounting and are in 
accordance with historical cost convention and/or fair value. 

1 .2.5 Use of Estimates and judgements 

The preparation of financial statements requires management to make judgements, estimates 
and assumptions that affect the application of accounting policies and the reported amounts of 
assets, liabilities, income and expenses. Actual results may differ from these estimates. 
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 
accounting estimates are recognised in the period in which the estimate is revised and in any 
future periods affected. 

In particular, information about significant areas of estimation uncertainty and critical judgments 
in applying accounting policies that have the most significant effect on the amount recognised 
in the financial statements are described in the following notes: 

Note 4 - provisions 

Performance bonus provisions are based on employment contract stipulations as well as 
previous performance bonus payment trends. 

The estimated useful lives of computer software were revised as part of the annual assessment 
process. 
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1.3 PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand. 

1.4 GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 

1.5 PROPERTY, PLANT AND EQUIPMENT 

1.5.1 Property, plant and equipment is stated at cost less accumulated depreciation and 
accumulated impairment losses. Such cost includes the cost of replacing part of the plant and 
equipment when that cost is incurred, if the recognition criteria are met. Likewise, when a 
major inspection is performed, its cost is recognised in the carrying amount of the plant and 
equipment as a replacement if the recognition criteria are satisfied. All other repair and 
maintenance costs are recognised in profit or loss as incurred. 

Items of property, plant and equipment are depreciated using the straight line basis at rates 
that will reduce the book values to estimated residual values over the anticipated useful lives of 
the assets concerned. The principal annual rates used for this purpose are: 

Useful life in 


Assets 

Years 

- Computer Equipment 

4-8 

- Computer Software 

2 

- Office Equipment 

5-10 

- Furniture and Fittings 

10 

- Motor Cycle 

4 

- Leasehold Assets 

3 


An item of plant and equipment is derecognised upon disposal or when no future economic 
benefits are expected to arise from the continued use of the asset. Small assets are written off 
in full in the year acquired. Surpluses or deficits on the disposal of assets are credited or 
charged to income. The surplus or deficit is the difference between the net disposal proceeds 
and the carrying amount of the asset. 

The asset’s residual values and useful lives are reviewed, and adjusted if appropriate, at each 
balance sheet date. 

1 .5.2 Impairment of non-financial assets 

The company assesses at each reporting date whether there is an indication that an asset may be 
impaired. If any such indication exists, or when annual impairment testing for an asset is required, the 
company estimates the asset’s recoverable amount. 

An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s fair value less 
costs to sell and its value-in-use and is determined for an individual asset, unless the asset does not 
generate cash inflows that are largely independent of those from other assets or group of assets. 
Where the carrying amount of an asset exceeds its recoverable amount, the asset is considered 
impaired and is written down to its recoverable amount. In assessing value-in-use, the estimated future 
cash flows are discounted to their present value using a pre-tax discount rate that reflects current 
market assessments of the time value of money and the risks specific to the asset. In determining fair 
value less costs to sell, an appropriate valuation model is used. 

1.6 CONSTRUCTION (Work in Progress) 

The Agency received grant funding from its parent municipality to undertake certain 
infrastructure development projects (refer to notes 1.11 & 1.12). It accounts for costs incurred 
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on construction contracts (work in progress) to the extent of the percentage of the completion 
of the contract which construction is certified as being complete by the consulting engineer. 

No profits and losses are recognised as these are municipality assets that will be transferred to 
the parent municipality upon completion. 

1.7 CONSTRUCTION CONTRACT RETENTION CREDITORS 

Construction contract retention creditors are reflected as short term creditors where the amount 
is due within 12 months from the reporting date, and as long term creditors where the amount 
payable is due later than 12 months from reporting date (also see notes 1.1 1 and 1 .12). 

1.8 FINANCIAL INSTRUMENTS 

1.8.1 Investments and other financial assets 

Financial assets within the scope of IAS 39 are classified as financial assets at fair value through 
profit or loss, loans and receivables, held-to-maturity investments, or available-for-sale financial 
assets, as appropriate. When financial assets are recognised initially, they are measured at fair value, 
plus, in the case of investments not at fair value through profit or loss, directly attributable transaction 
costs. 

The Agency determines the classification of its financial assets on initial recognition and, where 
allowed and appropriate, re-evaluates this designation at each financial year end. 

1.8.2 Cash and Cash Equivalents 

Cash and cash equivalents are measured at fair value. 

Cash in the balance sheet comprises cash at bank and on hand and short-term deposits with 
an original maturity of three months or less. For the purposes of the cash flow statement, cash 
and cash equivalents consist of cash and cash equivalents as defined above, net of 
outstanding bank overdrafts. 

1.8.3 Impairment of Financial Assets 

The company assesses at each balance sheet date whether a financial asset or group of 
financial assets is impaired. 

1.8.4 Assets carried at amortised cost 

If there is objective evidence that an impairment loss on assets carried at amortised cost has 
been incurred, the amount of the loss is measured as the difference between the asset’s 
carrying amount and the present value of estimated future cash flows discounted at the 
financial asset’s original effective interest rate. The carrying amount of the asset is reduced 
through use of an allowance account. The amount of the loss shall be recognised in profit or 
loss. 

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can 
be related objectively to an event occurring after the impairment was recognised, the 
previously recognised impairment loss is reversed, to the extent that the carrying value of the 
asset does not exceed its amortised cost at the reversal date. Any subsequent reversal of an 
impairment loss is recognised in profit or loss. 

In relation to trade receivables, a provision for impairment is made when there is objective 
evidence that the Agency will not be able to collect all of the amounts due under the original 
terms of the invoice. The carrying amount of the receivable is reduced through use of an 
allowance account. Impaired debts are derecognised when they are assessed as uncollectible. 
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1.8.5 Available-for-sale financial investments 

If an available-for-sale asset is impaired, an amount comprising the difference between its cost 
and its current fair value, less any impairment loss previously recognised in profit or loss, is 
transferred from equity to profit or loss. Reversals in respect of equity instruments classified as 
available-for-sale are not recognised in profit or loss. Reversals of impairment losses on debt 
instruments are reversed through profit or loss, if the increase in fair value of the instrument 
can be objectively related to an event occurring after the impairment loss was recognised in 
profit or loss. 

1.8.6 Derecognition of financial assets and liabilities 

1.8. 6.1 Financial Assets 

A financial asset (or, where applicable a part of a financial asset or part of a group of similar 
financial assets) is derecognised when: 

• the rights to receive cash flows from the asset have expired; 

• the Agency retains the right to receive cash flows from the asset, but has 
assumed an obligation to pay them in full without material delay to a third party 
under a ‘pass through’ arrangement; or 

• the Agency has transferred its rights to receive cash flows from the asset and 
either (a) has transferred substantially all the risks and rewards of the asset, or 
(b) has neither transferred nor retained substantially all the risks and rewards of 
the asset, but has transferred control of the asset. 

1.8. 6.2 Financial Liabilities 

A financial liability is derecognised when the obligation under the liability is discharged or 
cancelled or expires. 

When an existing financial liability is replaced by another from the same lender on 
substantially different terms, or the terms of an existing liability are substantially modified, 
such an exchange or modification is treated as a derecognition of the original liability and 
the recognition of a new liability, and the difference in the respective carrying amounts is 
recognised in profit or loss. 

1.9 CASH AND CASH EQUIVALENTS 

Cash includes cash on hand and with banks. Cash equivalents are short-term, liquid 
investments that are held with registered banking institutions with maturities of three months or 
less and are subject to an insignificant risk of change in value. 

For the purpose of the Cash Flow Statement, cash and cash equivalents comprise of cash on 
hand and deposits held on call accounts with banks. 


1.10 PROVISIONS 

A provision is recognised when the Agency has a present obligation, legal or constructive, as a 
result of a past event and it is probable that an outflow of resources will be required to settle 
the obligation, and a reliable estimate can be made of the amount of the obligation 
The amount recognised as a provision shall be the estimate of the expenditure required to 
settle the present obligation at the balance sheet date. 

1.10.1 Performance Bonus 

Where performance appraisals have not yet been performed at year-end, a performance bonus 
provision is made based on the employment contract stipulations as well as previous 
performance bonus payment trends. 




330 


1.11 REVENUE RECOGNITION 

Revenue is recognised to the extent that it is probable that the economic benefits will flow to 
the company and the revenue can be reliably measured. Revenue Is measured at the fair 
value of the consideration received, excluding discounts, rebates and other taxes or duties. 
The following specific recognition criteria must be met before revenue is recognised: 

1.11.1 Grants and Public Contributions 

Revenue from grants and public contributions is recognised when all conditions associated with 
the contribution have been met or where the contribution is to finance property, plant and 
equipment, when such Items of property, plant and equipment is brought into use. Where 
grants and public contributions have been received but the Agency has not met the condition, a 
liability is recognised. 

1.11.2 Interest 

Interest Is recognized on a time proportion basis which takes into account the effective yield on 
the asset over the period It is expected to yield. 

1.12 CONDITIONAL GRANTS 

Revenue received from conditional grants and public contributions are recognised as revenue 
to the extent that the Agency has complied with any of the criteria, conditions or obligations 
embodied in the agreement. To the extent that the criteria, conditions or obligations have not 
been met a liability is recognised. There are no further restrictions attached to these grants and 
public contributions. 

1.13 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 

1.13.1 Interest Rate Risk 

The Agency has no interest rate risk in terms of liabilities. But interest rate change may have 
an effect on cash reserves. 

1.13.2 Credit risk management 

The Agency has no exposure to credit risk management, as it has no interest bearing 
borrowings. 

1.13.3 Liquidity risk 

The Agency has no present liquidity risk due to large cash reserves. 

1.13.4 Foreign currency risk 

The agency is not exposed to foreign currency risk as all trading is done locally. 

1.13.5 Capital management 

The primary objective of the Agency’s capital management is to ensure that it maintains a 
strong credit rating and healthy capital ratios in order to support its business and maximise 
shareholder value. 

1.14 VALUE ADDED TAX 

The Agency accounts for Value Added Tax on the invoice basis. 
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1.15 RESERVES 

Grants and Public Contributions Reserve 

When items of property, plant and equipment are financed from grants and public contributions, 
a transfer is made from the accumulated surplus/(deficit) to the Grants and Public Contributions 
Reserve equal to the grants and public contributions recorded as revenue in the Statement of 
Financial Performance in accordance with a directive (budget circular) issued by National 
Treasury. When such items of property, plant and equipment are depreciated, a transfer is 
made from the Grants and Public Contributions Reserve to the accumulated surplus/(deficit). 
The purpose of this policy is to promote community equity and facilitate budgetary control by 
ensuring that sufficient funds are set aside to offset the future depreciation charges that will be 
incurred over the estimated useful life of the item of property, plant and equipment financed 
from donations and public contributions. 

When an item of property, plant and equipment financed from Grants and Public Contributions 
is disposed, the balance in the Grants and Public Contributions Reserve relating to such item is 
transferred to the accumulated surplus/(deficit). 

1.16 DEFERRED INCOME 

Unutilised grants are reflected on the Statement of Financial Position as a Current Liability - 
Deferred Income. They represent unspent conditional grants and public sector contributions. 
The cash received is invested until it is utilised. 

1.17 COMPARATIVE INFORMATION 

1.17.1 Current year comparatives: 

Budgeted amounts have been included in the annual financial statements for the current year 
only. 

1.17.2 Prior year comparatives: 

When the presentation or classification of items in the annual financial statements is amended, 
prior period comparative amounts are reclassified. The nature and reason for the 
reclassification is disclosed. 

1.18 TAXATION 

The Agency has applied and received a tax exemption certificate from South African Revenue 
Services. 

1.19 LEASES 

Operating lease payments are charged to the income statement in line with the terms of the 
underlying lease agreement. 

1.20 RETIREMENT BENEFITS 

The policy of the company is to provide retirement benefits for all its employees. The company 
has a defined contribution plan. Current contributions to the retirement benefit plan operated 
for employees are charged against the income in the period to which they relate. 
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Function: 

General Information 


Sub-Function: 

General 


Reporting Level 

Detail 

Total 

Overview: 

General overview of the Municipality. 

General overview of 
the Municipality is 
provided in Chapter 

1. 


Function: Finance and Administration 

Sub-Function: Finance 

Reporting Level 

Detail 

Total 

Overview: 

Includes all activities relating to the financial function 
of the Municipality, including revenue collection. 



Description of 
activity: 

The Municipality’s mandate: 

The Budget and Treasury Directorate of the 
Municipality is committed to its mandate to provide a 
comprehensive financial management service to 
Council and the directorates of the Municipality. 

The Directorate supports the Integrated 

Development Plan of Council by striving to provide a 
stable and sustainable financial environment that 
enables Council to deliver services to all inhabitants 
of Nelson Mandela Bay. 

Objectives of the Directorate: 

• To improve revenue enhancement and growth 

• To maximise revenue streams 

• To empower customers and improve customer 
care 

• To promote broad-based economic 

empowerment 

• To promote an effective cash and risk 
management system 

• To enhance sound financial management 

• To promote an effective and efficient expenditure 
system 

Key Performance Areas: 

1. Ensuring an IDP-based balanced budget that 
enhances financial sustainability and is approved 
in terms of the legal framework. 

2. Ensuring sustainable and improved revenue 
generation and collection. 

3. Providing efficient and effective Cash 

Management and Asset Risk Management 
Systems. 

4. Providing an efficient and effective expenditure 
management and control process. 

5. Ensuring a sound and legally compliant system of 
financial management, advice, control, accounting 
and reporting. 

6. Providing effective and efficient customer service 
centres. 
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Function: 

Sub-Function: 

Finance and Administration 

Human Resources 





Reporting Level 

Detail 

Total 



Overview: 

Provided in ‘Human Resources and Organisational 
Management’ (Chapters) 




Description of 
activity: 

Provided in ‘Human Resources and Organisational 
Management’ (Chapters) 




Analysis of 
function: 

Provided in ‘Human Resources and Organisational 
Management’ (Chapters) 








Function: 

Sub-Function: 

Finance and Administration 

Other Administration (Procurement) 





Reporting Level 

Detail 

Total 



Overview: 

Includes all activities relating to the overall 
procurement functions of the Municipality, including 
costs associated with orders, tenders, contract 
management, etc. 





Description of 
activity: 

The function of procurement within the Municipality is 
administered according to the Municipality’s Supply 
Chain Management Policy. 





Analysis of 
function: 

1 

2 

Statistical information: 

Details of tender/procurement activities: 

Total number of times that Bid Adjudication 

Committee met during year 

- Total number of tenders considered by the Bid 
Adjudication Committee 

(Formal Tenders approved by the Bid 

Adjudication Committee) 

(informally approved by Executive Directors) 

- Total number of tenders approved 

- Average time taken from tender advertisement to 
award tender 

Details of municipal Tender Board: 

In selecting the Bid Adjudication Committee members 
the criteria enshrined in the Supply Chain 

Management Regulations were considered: 

• A senior manager with financial background, 
preferably the Chief Financial Officer. 

• A senior Supply Chain Management practitioner 
who is an official of the Municipality, i.e. Director: 
Supply Chain Management. 

• A senior technical expert in Infrastructure related 
projects, i.e. Executive Director. 

• A senior official from Legal Services. 

24 

58 

1552 

1610 

3 months 





The appointed members are the following: 






1 . The Chief Financial Officer - Kevin Jacoby. 

2. The Executive Director: Infrastructure and 
Engineering - Ali Said 
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Function; Finance and Administration 

Sub-Function: Other Administration (Procurement) 

Reporting Level 

Detail 

Total 


3. The Director: Supply Chain Management - 
Vuyani Limba 

4. The Chief Operating officer - Dr Israel Tsatsire 

5. The Executive Director: Electricity and Engineering 
- George Ferreira (resigned). 

6. The Executive Director: Economic Development 
And Recreational Services - Zolile Siswana 
(alternate to COO). 




The Specifications Committee comprises Mr Motasi, 
who resigned and was later replaced by Mr Kennedy 
Motaung; Mr Mooi and Mrs Toyi. The three members 
are always assisted by relevant project managers 
from the directorates for each specific project. 

The Evaluation Committee comprises Mr Motasi, who 
resigned and was later replaced by Mr Kennedy 
Motaung. Other members are project managers from 
the relevant directorates for each specific project. 
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Function: Health 

Sub-Function: Clinics 

Reporting 

Level 

Detail 

06/07 

07/08 

Overview: 

To ensure the delivery of coordinated, 
sustainable, comprehensive primary health 
care services that prioritize the management 
of tuberculosis and HIV and AIDS through 
active community participation, intersectoral 
collaboration and partnerships, to improve the 
quality of life of all individuals and 
communities. 




To improve environmental health within 
the Municipality. To develop health 
consciousness in communities, to improve 
their quality of life. To improve the 

Municipality’s clinic standards. To monitor 
and assist in reasonable access to welfare 
services by poor communities. 



Description of 
activity: 

The function of providing community health 
clinic services within the Municipality is 
administered as follows and includes: 




Comprehensive primarv health care service 

40 clinics, 1 

NMBM clinics x 


packaqe 

satelite and 5 

41 


Preventive, promotive and rehabilitative 
services 

Communicable disease control 

Reproductive health services 

Maternal, child and women’s health services 
Curative services for acute minor illnesses and 
chronic diseases (Level 1 primary health care 
services - non-specialist care delivered at 
clinic level up to the level of District Hospital) 
Ancillary support - radiological and 
pharmaceutical services 

Integrated nutrition services 

mobiles 

Satellite x 2 
Mobile X 5 
ECDOH clinics 
X 9 

Mobiles x 5 
NMBM 
Pharmacy 
Depot X 1 
NMBM 
Radiology 
services 
provided at 2 
service points. 


Dental services. 

Mental health (community) services. 

Forensic/District Surgeons’ services. 

Public health surveillance, medical 

ECDOH clinics 

ECDOH clinics 

ECDOH 

ECDOH 
outreach 
services 
ECDOH 
outreach at 10 
service points. 

ECDOH 
service based 
at Dora Nginza 
Hospital 


epidemioloqv and health information 




Prevention and control of communicable 
diseases and outbreak response. 

Held 12 
monthly 
meetings with 
minutes 
available 

Held 12 
monthly 
meetings with 
minutes 
available 
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Development and implementation of primary 
health care policies and programmes. 

Circumcision 
and outbreak 
response 
policies in 
place 

Circumcision & 
outbreak 
response 
policies in 
place 


Continuous professional development and in- 
service post-basic training. 

Ongoing 

Ongoing 


Management of the National District Health 
Information System (DHIS). 

Version 1.4 
implemented in 
Jan 200707. 
Ongoing with 
incorporation 
of revised 
national 
notifiable 
diseases 
listing. 

Version 1.4 
used with 
Environmental 
Health National 
data-set 
incorporated. 


Notifications of notifiable diseases and vital 
registration. 

National 
programme not 
functioning. All 
districts still 
using paper- 
based system 
NMBM 

programme in 
place that 
aligns to the 
National 
requirements 

National 
programme not 
functioning. 
NMBM submits 
weekly reports, 
as legislated, 
to ECDOH, 
Epidemiology 
Section on 
Thursdays @ 
lOhOO. 


Social Development Cluster, risk mitigation of 
environmental health exposure. 




Occupational health and safetv and 




environment 

Ongoing 



Management of the Occupational Health, 

Safety and Environment 

Services of the NMBM. 

Co-ordination of the HIV and AIDS Workplace 
Policy Implementation Strategy. 

Draft 

Implementation 

Plan. 



Ensuring employer compliance with the 
Occupational Health Safety Act and related 
legislation. 

In place 



Managing the Occupational Primary Health 
Clinic for employees. 

In place 



Occupational risk assessment and monitoring 
mitigation of risk factors in the workplace. 

Risk 

assessment 
report available 
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Strategic 
objectives of 
function 


Integrated HIV and AIDS Programme 
Mobilisation and management of the 
prevention, care, treatment, support and 
mitigation of the impact of the pandemic as an 
internal responsibility of the employer. 
Mainstreaming the management of HIV and 
AIDS as an institutional responsibility to 
integrate into IDP strategic developmental 
priorities of all directorates. 

External responsibility as a sphere of 
government in promoting, co-ordinating and 
providing political leadership for a multi- 
sectoral response and the greater 
involvement of people living with HIV and 

AIDS (GIPLA) UNAIDS principle. 

The strategic objectives of this function are to: 

• Improve environmental health within 
Nelson Mandela Bay. 

• Develop health consciousness in 
communities to improve quality of life. 

• To improve the Municipality’s clinic 
standards. 

• To monitor and assist reasonable 
access to welfare services by poor 
communities. 


Five-year 

NMBM 

Integrated HIV 
and AIDS Plan 
launched on 01 
December 
2007. 

Implementation 
of internal and 
external 
responsibility 
on-going. 


The key issues for 2007/08 are to: 

• Monitor the availability of land and 
services for abakwetha and other 
traditional rights of communities. 

• Establish a comprehensive health 
system (i.e. the District Health System). 


Ongoing 


Grant 

assessment 
done at 27 
clinics with 
medical dr 
coverage 


Ongoing 


Costing of 
unitary District 
Health Service 
in progress for 
funding and 
implementation 
over three 
years. 


• Reduce the HIV and AIDS infection 
rate. 


In progress. 
84% of NMBM 
clinics provide 
antenatal care 
and PMTCT 
services. 
100% NMBM 
clinics provide 
VCT and IMCI 
services 


In progress. 
89% of NMBM 
clinics provide 
preventive 
antenatal care 
and PMTCT 
services. 
100% NMBM 
clinics provide 
VCT and IMCI 
services. 
Metro-wide 
condom 
distribution 
system 
implemented. 
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• Encourage the development of an HIV 
and AIDS Policy by other role-players 
within the municipal area. 


Integrated HIV 5-year NMBM 
and AIDS Plan Integrated HIV 
will be and AIDS Plan 
launched on Launched on 
1 Dec 2007 01 December 

2007. 


Computerise municipal clinics to link to 
NMBM server and improve the 
efficiency of clinics. 


Five clinics 
computerised 
and linked to 
NMBM server. 
The sixth 
Clinic, 

Masakhane, 
will be linked 
during Dec. 
2008. Service 
Provider in 
process of 
configuring the 
wireless 
connectivity. 
The 1 1 clinics 
to go live by 
Dec./Jan. 2009. 


35 NMBM 
Clinics partially 
set up. 
Awaiting 
connectivity 
process to be 
completed by 
IT Section. 


• Ensure the effective implementation of 
the Occupational and Safety 
Management System for municipal 
employees. 

• Foster a culture of caring for the aged 
in the municipal area. 


In place 


Ongoing 


Health 
Promotion 
programme 
incorporates 
care for the 
elderly at 
clinics. 


• Implement a public health surveillance 
and monitoring system. 


• Establish a system to improve access 
to welfare services. 


DHIS tool 
provides basic 
public health 
surveillance 
and 

monitoring. 

Referral 
system for 
welfare 
services in 
place linked to 
Department for 
Social 

Development 
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Analysis of 
function: 

1 

Statistical Information: 

Number, cost of public (excl. private) clinics 
servicing 

population (includes provincial and municipal 
clinics) 

50+ ('9 
mobiles) 

50 fixed clinics 
and 9 mobile 
clinic services 



- Public clinics (owned by Municipality) 

40 + 1 satellite 
(5 mobiles) 

41 fixed clinics 
+2 fixed 
satellite clinics 
+ 5 mobile 
clinics 


2 

Total annual patient head-count for service 
provided by the 

Municipality: July 2007 - June 2008 

2,489,371 

2,579,525 



Headcount : Five years and older 

Under five years 

Total clinic visits for TB DOTS (included in 
head-count) 

Per capita allocation (excl. drugs, laboratory 
costs, etc.) based on 

85% coverage of total population 

Cost per visit (excl. drugs, laboratory costs) 
TOTAL POPULATION = 1,131,016 

2,113,402 

375,969 

752,825 

R89,82 

R34,69 

2,185,392 

394,133 

712,004 

R94.15 

R35,09 

3 

Estimated backlog in number of and cost to 
build clinics: 

Walmer Community Health Centre 

Clinic improvement for wheelchair facilities 
Upgrade of three Clinics for ARV accreditation 
Construction of Ikamvelihle Clinic 

Construction of Joe Slovo Clinic 

Upgrade of Helenvale Clinic 

TOTAL 


R (000) 

R 9,304,000 

R 2,120,420 

R 12,304,650 

R 3,500,000 

R 2,475,000 

R 400,000 

R 30,104,070 


4 

Type and number of grants and subsidies 
received: 

Total income 

Municipal own budget contribution from Rates 
ATICC Note: brought forward from 2006-07, as 
unspent. 

R4, 924, 715 is funding iro Special Projects 

Note: Total value of specific health clinic grants 
actually received during year to be recorded 
over the four quarters - Jul to Sep 2005; Oct to 
Dec 2005; Jan to Mar 2006; Apr to Jun 2006. 
Note - four quarters subsidies reported. 


R90,513,10 

R24,594,319 

R 7,965,605 


5 

Total operating cost of health (clinic) function: 
Combined municipal and provincial expenditure 
in NMBM 


R90,513,103 
Not available 
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Function: Waste Management 

Sub- 

Function: Solid Waste 

Reporting 

Level 

Detail 

Total 

Overview: 

The Waste Management Subdivision is 
located within the Environmental Services 
Directorate and provides a fully integrated 
waste management service to the Nelson 
Mandela Bay Municipality, guided by Council’s 
Integrated Waste Management Plan that was 
adopted in July 2005. 



Description of 
activity: 

The services provided, include: 

1. Waste collection service 

1.1 Domestic waste collection : Rendered 
by either NMBM Waste Management 
Subdirectorate, co-operatives and/or 
community-based contractors. 

1 .2 T rade waste collection 

2. Cleansing services 

Incorporates street sweeping, litter 
picking, cleaning of public ablution 
facilities and removal of illegal dumping 
on municipal public open spaces : 
Rendered by either the NMBM Waste 
Management Subdirectorate (street 
sweeping component - mechanically or 
manually), co-operatives and/or 
community-based contractors. As part of 
the cleansing services a public 
awareness and by-law enforcement 
service is also provided. 

3. Waste disposal services 

Operation of general waste landfill sites 
and transfer stations. 



Main delivery challenges: 

Lack of utilisation of the Waste Collection 
Service, coupled with the need for behavioural 
change pertaining to illegal dumping were the 
main challenges during the reporting period. 




The key issues for 2007/08 were: 

• Provision of waste collection services to 
formal and informal urban areas. 

To continue rolling out wheely bins to 
low-income areas. 

• To establish transfer stations as part of 
the wheely bin system. 

• To develop a strategy to reduce illegal 
dumping (Ward-based Cleaning 
Programme). 

• To support and monitor the existing 
waste management co-operatives. 






423 


Analysis of 
function: 

1 

Statistical Information: 

Number of households receiving regular 
refuse removal services, and frequency and 
cost of service: 

- Removed by Municipality at least once a 
week 

- Removed by Co-operatives / Community- 
based contractors in low, middle- and high- 
income areas on behalf of the Municipality 

- Removed by Municipality less often 
(Wheely bin service rendered in low-income 
areas - fortnightly) 


187 683 

41 000 

101 317 



No Waste Collection Service 


1 648 farm 
portions 
outside of the 
urban edge in 
NMBM) 

2 

Total and projected tonnage of all refuse 
disposed: 

Domestic/Commercial 

- Arlington tonnage 

- Koesdoeskloof tonnage 


623 802 

392 662 

231 140 


3 

Total number, capacity and life expectancy of 
refuse disposal sites: 

- Domestic/Commercial (number) 

Arlington 50 years 

Koedoeskloof 38 years 

2 sites 

50 yrs + 38 
yrs 


4 

Anticipated expansion of refuse removal 
service: 

- Domestic/Commercial 

Annual 
increase in 
households 
(est. 5,000 
p.a.) + rural 
areas 

backlog (est. 
10,000) 

R 

5,4 m 


5 

Total operating cost of the solid waste 
management function 


220 m opex 
(expenditure) 
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Function: 

Community and Social Services 



Sub-Function: 

All-inclusive 



Reporting 

Level 

Detail 

Total 

Overview: 

The provision of recreational facilities. 



Description of 
activity 

Provision of recreational facilities includes: 

• Provision of facilities, maintenance of facilities, 
preparation of facilities for sport, financial 
assistance with events. 

• Administration of sport is the responsibility of 
the applicable sporting code. 




The strategic objectives of this function are as 
follows: 

• Provision and maintenance of adequate, safe 
swimming pools and indoor facilities for 
recreational and sports use. 

• Provision and maintenance of adequate sports 
and recreational facilities In terms of Council’s 
policy. 

• Establishment of needs and undertaking 
medium- and long-term planning for the 
provision of sports facilities. 




The key issues for 2007/08 were: 

Upgrading of facilities In preparation for FIFA 2010 
World Cup and maintaining Blue Flag status. 



Analysis of 
function: 

* Sports facilities 

* Resorts 

* Pools and indoors 

* Beaches 

In addition to the above facilities, the Directorate also 
promotes and manages museum services, heritage 
services and cultural activities, including music, 
dance, theatre, performing arts, visual arts and crafts 
in the municipal area. 

68 

5 (3 leased 
out) 

24 

17 

2 

(Museums) 
3 Heritage 
Sites 

10 

5 (3 leased 
out) 

17 

2 

3 

10 
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Function: Library Services 

Sub-Function: All-inclusive 

Reporting 

Level 

Detail 

Total 

Overview: 

The provision of library services that meet the 
educational, information and recreational and cultural 
needs of all the communities of the NMBM. 



Description of 
activity: 

Function of provision: 

• Provision of relevant library material. 

• Provision and maintenance of library facilities. 

• Promotion and marketing of Library Services. 
Servicing underdeveloped areas. 

• Ensuring access to facilities. 

• Provision of adequate tecbnological 
infrastructure to allow communities access to 
information. 

• Provision of auxiliary services to educate tbe 
aged and children. 

The strategic objectives of this function are to: 

• Provide library material in an appropriate 
format, at an appropriate level, to all 
communities resident in tbe Municipality. 

• Make communities aware of tbe role tbe 

Library Services play. 

• Encourage participation and ownership In 
Library Services. 

• Make Library Services accessible to all 
members of the community. 

The key issues for 2007/08 were: 

Ensuring adequate funding for provision of library 
services and ensuring acknowledgement and 
relevance of services. Computerisation of all libraries. 

No. of 
facilities 


Analysis of 
function: 

Library Services 

22 

22 
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Function: Housing 

Sub-Function: N/A 


Reporting 

Level 

Detail 

Total 

Overview: 

Includes all activities associated with the provision of 
housing 



Description of 

The function of providing housing within the 



activity: 

Municipality is administered as follows and includes: 
The processes are dealt with in terms of the PHP. 

The phases are as follows: 

P1. Land identification and town planning 
(in terms of Spatial Development Framework) 

Per site 

R549.01 


P2. Survey (Including Surveyor-General’s fees) 

Per site 

R386.90 


P3. Engineering design and installation 

Per site 

RIO 772 


P4. Sales and administration 

Per site 

R450 


P5. Top structure construction 

The Municipality has a mandate to ensure a safe and 
healthy environment to house each family. 

Per site 

R 31 116.33 


The Strategic objective is to ensure integrated 

sustainable community 

development. 




The key issues for 2007108 were: 

Market the “Metro” house and its sustainability. 




The process is dealt with in terms of the housing 
programs, e.g. PHP project linked, Emergency 
Housing, Rectification Programmes, etc. 




The phases are in terms of P1 - P5, as reflected. 




Addressing the backlog 



Analysis of 
function: 

Statistical information: 



1 

Number and total value of housing projects planned 
and current: 


R (000) 


- 2006/07 3 506 units 

R42 142.33 

R96,6 m 


- 2007/08 3 000 units 

The number of figures quoted are subject to approval 

R54 976.00 

R274,8 m 

2 

Total type, number and value of housing provided: 


R (000) 


Single residential units 

1055 

R51,5 m 

3 

Total number and value of rent received from 

152 

PE 


municipal owned rental 

06/07 - No of units = 771 Income R919 824.01 

780 

UITENHAGE 


07/08 - No of units = 713 Income R797 781.61 
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Reporting 

Level 

Detail 

Total 

4 

Income raised for both 

R952 391.15 


Estimated backlog in number of (and costs to build) 
housing: 

“Metro" house 

80 000 

R (000) 

R4,6b 

5 

6 

7 

Type and number of grants and subsidies received: 


R (000) 

Housing subsidy - R42 142.33 per beneficiary 

Levies -RIO 566 242 

3 506 

Budget = 

R 24 7 868 170 

m 

Expenditure = 
R 96 640 785 

m 

Total operating cost of housing function: 

With levy contribution depreciation appropriation 
Without levy contribution depreciation 
appropriation 

Relocation of community families 

Number of relocated community families 

98 

R20 607 
503 

R23 871 
505 

R64 766.50 


BUILDING PLANS INFORMATION FOR 2007/08: 


Applications 

outstanding 

lJuly2007 

Category 

Number of 

new 

applications 

received 

during 

2007/08 

Total value of 
applications 
received 
(Rand) 

Applications 
outstanding 
at 30 June 

2008 

Nil 

Estimated 
total number 
based on the 
number 

6910 

R1 459,8 
million 

Nil 


ZONING PLANS INFORMATION FOR 2007/08: 


Time taken to 
approve 

Number of 
approvals 
outstanding as at 

1 July 2007 

Number 

processed 

Outstanding as at 
30 June 2008 

3-14 months 

150 

1132 

160 
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Function: Sanitation Service 

Sub-Function: Wastewater Conveyance and Wastewater Treatment 

Reporting 

Level 

Detail 

Total 

Cost 

Overview: 

Includes provision of wastewater conveyance and 
treatment. 



Description of 
activity: 

The sewerage functions of the Municipality are 
administered as follows: 

The Water and Sanitation Subdirectorate comprises 
five divisions, i.e. Water Distribution; Water 
Management and Bulk Supply; Wastewater 
Conveyance; Wastewater Treatment; and Planning & 
Research. 

The functions applicable to the Wastewater 
Conveyance Division are: 

(1) Planning of wastewater conveyance and 
wastewater treatment infrastructure. 

(2) Upgrading of the wastewater conveyance and 
wastewater treatment infrastructure. 

(3) Integrated delivery of sanitation infrastructure 
to newly built areas, such as housing 
development schemes. 

(4) Maintenance of the wastewater conveyance 
and wastewater treatment infrastructure 
(pipelines, rising mains, pumpstations and 
wastewater treatment works). 

Community Participation: 

(1) Community identifies the needs in terms of the 
IDP process; 

(2) Needs are assessed and prioritised; 

(3) Prioritised projects are included in the 
Municipality's IDP; 

(4) Prioritised projects are included in the three- 
year Capital Budget Programme for funding 
and implementation. Due to financial 
constraints, a limited number of projects are 
funded. 

(5) Approved projects are planned, designed and 
implemented internally and externally. Prior to 
the implementation, a consultative process 
takes place between the community and the 
Municipality, in close liaison with the Ward 
Councillors and Ward Committees. 

These services extend to the whole municipal 
area. The Municipality has a mandate to: 

(1) Provide a sanitation service in the Municipality. 

(2) Maintain the existing sewerage infrastructure. 

(3) Treat wastewater to national standards. 

(4) Investigate the possibility of water recycling. 
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The strategic objectives of this function are to: 

1) Eliminate pail services. 

2) Assist in possible wastewater recycling. 

3) Provide bulk infrastructure to support housing 
development and private development initiatives. 

4) Provide trade effluent monitoring. 

5) Treat wastewater to national standards. 

6) Commence with the preparation of a Sanitation 
Master Plan. 




The key issues for 2007/08 were: 

1) To improve the sewerage reticulation system. 

2) To maintain the existing sewerage reticulation 
system. 

3) To implement uniform hydraulic sewer tariff 
structure. 

4) To provide for the improved cleaning of sewers. 

5) To commence with plans to meet the 2010 national 
target for basic sanitation. 



Analysis of 
function: 

1 

Statistical Information: 

Number of households with sewerage services, and 
type and cost of service: 

- Flush toilets (connected to sewerage system) 

- Flush toilets (with septic tank) 

- Chemical toilets 

- Pit latrines with ventilation 

- Bucket latrines 

- Pit latrines and other 

Total 

286 890 
2 110 
0 
0 

30 620 
10 380 

330 000 


2 

3 

4 

5 

Anticipated expansion of sewage: 

- Waterborne sanitation 

- Other approved/agreed options 

To be det 
terms o 

ermined in 
f the SDF 

Sewer connection 

495 

Complaints dealt with: 

18715 

Free basic service provision: 

- Quantity (number of households affected) 

- Quantum (value to each household) 

± 105 000 

R5,49 X (llkl X 0,6) 12 
mths = R435 

Reporting 

Level 

Detail 

Total 

Cost 

6 

7 

8 

Number and total value of sanitation projects planned 
and current: 



- Current (financial year after year reported on) 

± 78 
projects 

± R92 
million 

- Planned (future years) - including BEP 

± 98 
projects 

± R312 
million 

Type and number of grants and subsidies received: 



MIG 



Total operating cost of sewage function 


R352 

million 
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Function: Water Service 

Sub-Function: Water Distribution and Water Management and Bulk Supply 


Reporting 

Level 

Detail 

Total 

Cost 

Overview: 

Includes water treatment, bulk distribution and 
reticulation of water. 



Description of 
activity: 

The water treatment, bulk distribution and reticulation 
functions of the Municipality are administered as 
follows and include: 




The Water and Sanitation Subdirectorate comprises 
five divisions, i.e. Water Distribution; Water 
Management and Bulk Supply; Wastewater 
Conveyance; Wastewater Treatment; and Planning 
and Research. 

The functions applicable to the Wafer Distribution 
and Wafer Management and Bulk Supply Subsilos 
are: 

(1) Planning of water distribution reticulation, bulk 
supply and water treatment. 

(2) Upgrading of the water distribution, reticulation 
and bulk infrastructure. 

(3) Integrated delivery of water infrastructure to 
newly built areas, such as housing 
development schemes. 

(4) Maintenance of the water distribution, 
reticulation and bulk infrastructure. 

Community participation: 

(1) Community needs are identified through the IDP 
consultation process, organisational goals and 
national targets. 

(2) Needs are assessed and prioritised. 

(3) Prioritised projects are included in the 
Municipality's IDP. 

(4) Prioritised projects are included in the thee-year 
Capital Budget Programme for funding and 
implementation. Due to financial constraints, a 
limited number of projects are funded. 

(5) Approved projects are planned, designed and 
implemented internally and externally. Prior to 
the implementation, a consultative process takes 
place between the community and the 
Municipality, in close liaison with the Ward 
Councillors and Ward Committees. 

These services extend to the whole municipal area. 
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The Municipality has a mandate to: 

1) Supply potable water within in its area of jurisdiction. 

2) Conserve water by investigating more effective and 
efficient alternative uses and management of water. 

3) Investigate the possibility of water recycling and 
other water sources. 

The strategic objectives of this function are to: 

1 ) Compilation of a Water Master Plan that addresses: 

- Provision of potable water. 

- Recycling of wastewater as a water source. 

- Expansion of infrastructure to support 
development. 

- Investigate additional water resources. 

2) Conserve water by investigating more effective and 
efficient alternative uses and management of water. 

The key issues for 2007/08 are: 

1 ) Implement projects to augment water supply. 

2) Implement strategies to address unaccounted for 
water as part of Water Demand Management. 

3) To implement plans to meet the 2008 national target 
for basic water. 

4) To improve the water reticulation system. 

5) To update the Water Service Development Plan. 

6) To meter all unmetered consumers. 

7) To complete the elimination of shared toilets. 

8) To implement the second phase to equalise water 
tariffs in the Municipality. 

9) To draft a uniform Water Services By-law. 


2 

Percentage of total water 
usage per month 






Av Day/mth 

No. of 

Total/month 



(Ml/d) 

Days 

(Ml) 


TOTAL 

265,1 

365 

96 777 


3 

Total volume and cost of bulk water purchases in 
kilolitres and rand, by category of consumer: 


N/A 

4 

Total volume and receipts for bulk water sales in 
kilolitres and rand, by category of consumer: 

Sales in Ml 

64 057 Ml 

R 287 615 745 


Industry 8 010 

Commercial 10 988 

Residential 36 615 

Unmetered 4 000 

Other local authorities 4 445 



5 

Total year-to-date water losses in kilolitres and rand 

Losses are 34 111 000 kl. This represents a loss of 
R153 158 390 

These losses include water lost due to: 




Unmetered areas 

Internal leaks 

Old water meters under reading 

New housing projects on captured on system 






432 


Reporting 

Level 

Detail 

Total 

Cost 

6 

Number of households with water service, and type 


R (000) 


and cost of service: 




- Piped water inside dwelling 

289 000 


- Piped water within 200 m radius 

15 605 


- Borehole 


0 


- Spring 


0 


- Number of households receiving water outside 

1 R QRR 


200 m radius 

I U S7UO 


- Unserved 

8 430 


Total 

330 000 


Reporting 

Level 

Detail 

Total 

Cost 

7 

Number and cost of new connections: 

8 951 




(in line 
with low- 




cost 




housing 

provision) 


8 

Number and cost of disconnections and reconnections: 


R (000) 



Managed by Budget 
and Treasury 
Directorate 

9 

Complaints dealt with: 

1) Meter complaints 

14 493 


2) Reticulation complaints 

10 244 

10 

Number and total value of water projects planned and 
current: 


R (000) 


- 2007/08 Capital Financial Year 

±64 

±R123M 


- 2007/08 Capital Programme - future years 

projects 

±70 

projects 

±R371M 

11 

Anticipated expansion of water service: 


R (000) 


- Piped water inside dwelling 

To be determined in 


- Piped water inside yard 

terms of housing 


- Piped water on community stand: distance < 200 m from 
dwelling 

development and 
private developments 


- Piped water on community stand: distance > 200 m from 
dwelling 

- Borehole 




- Spring 

- Rain-water tank 



12 

Estimated backlog in number of (and cost to provide) water 
connection: 


R (000) 


- Piped water inside dwelling 

- Piped water inside yard 

15 000 households 


- Piped water on community stand: distance < 200 m from 
dwelling 

R280 million (cost 
includes waterborne 


- Piped water on community stand: distance > 200 m from 
dwelling 

- Borehole 

- Spring 

- Rain-water tank 

sanitation) 

Note: This number 
includes households 
that settled illegally 
on private land 
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Reporting 

Level 

Detail 

Total 

Cost 

13 

Free basic water provision: 

- Quantity (number of households affected) 

- Quantum (value to each household) 

±1C 
R4,49 X 6 

R3 

)5 000 

kl X 12 mths 

23,28 

14 

Type and number of grants and subsidies received: 


R (000) 

15 

Staffing levels: 

Qrganogram (proposed staffing levels): 

Staffing levels as at 30 June 2008 

Recruitment during 2007/08 

Staff reductions during 2007/08 


1 177 

758 

16 

Total operating cost of water distribution function 


R466 

million 
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Function: Roads, Stormwater and Transportation 

Sub-Function: Roads, Stormwater and Transportation 

Reporting 

Level 

Detail 

Total 

Cost 

Overview: 

The provision of appropriate, cost effective and 
affordable roads, stormwater, transportation 
infrastructure and public transport services in the 
Municipality in order to improve the quality of life of 
the communities. 



Description of 
activity: 

The Roads, Stormwater and Transportation 

Subdirectorate comprises three Divisions, i.e. 

Transportation, Roads and Stormwater Infrastructure 

(Operations), as well as Management Systems and 

Planning. 

The functions applicable to this Subdirectorate 

are: 

(1) Plan and implement cost-effective roads, bridges 
and stormwater infrastructure maintenance 
management systems. 

(2) Plan and implement programmes for the cost- 
effective upgrading/rehabilitation of roads, bridges 
and stormwater infrastructure. 

(3) Plan and implement a programme for the cost- 
effective provision of quality roads, bridges and 
stormwater infrastructure in support of 
developmental priorities. 

(4) Plan, manage, implement and regulate an 
integrated, major transportation system. 

(5) Plan and implement an effective traffic control 
system. 

Community participation: 

(1) Community and officials identify the needs. 

(2) Needs are assessed and prioritised. 

(3) Prioritised projects are included in the 
Municipality's IDP. 

(4) Prioritised projects are included in the Capital 
Budget for funding and implementation, within the 
financial limits set by Budget and Treasury. 

(5) Approved projects are planned, designed and 
implemented internally and externally. Prior to the 
implementation, a consultative process takes 
place between the community and the 

Municipality by way of Community Liaison 

Officers. 

The strategic objectives of this function are to: 

(1) Deliver development infrastructure cost 
effectively. 

(2) Be a catalyst portfolio for job creation. 
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Reporting 

Level 

Detail 

Total 

Cost 


(3) Deliver a quality service for all. 

(4) Ensure swift implementation of the IDP through 
adequate infrastructural delivery. 

(5) Enable the realisation of a strategy for economic 
and tourism infrastructural development. 

(6) Research and develop alternative technology. 

(7) Provide infrastructural support in order to achieve 
any strategy towards the implementation of the 
development priorities in the Municipality. 




The key issues for 2007/8 are: 

(1) Preparing and implementing an overall plan for 
the tarring of gravel roads and maintaining and 
upgrading tarred roads. 

(2) Developing and implementing an integrated 
service delivery plan and programme for the 
municipal area. 

(3) Assisting in the development and upgrading of 
tourism infrastructure. 

(4) Constructing and upgrading quality 
infrastructure. 

(5) Improving public transport infrastructure. 

(6) Investigating alternative service delivery 
methods to develop and maintain infrastructure. 

(7) Preparing an Integrated Transport Plan for the 
planning, management, implementation, 
financing and regulation of transport 
infrastructure, public transport services and 
urban traffic control. 

(8) Implementing an overall plan for the provision of 
sidewalks and cycle paths along major routes. 

(9) Developing and maintaining Asset Management 
Systems. 

(10) Implementing an Integrated Public Transport 

Plan. 

(11) Implementing public transport facilities, including 
embayments and ranks. 

(12) Preparing a Traffic and Transportation Safety 
Plan. 

(13) Planning and implementing a public transport and 
operational plan for the FIFA 2010 World Cup. 




Reporting 

Level 

Detail 

Total 

Cost 

Analysis of 
function: 

1 

Statistical Information: 200712008 financial year 

Total number, kilometres and total value of road 


R(m) 


projects completed: 

- New surfaced road construction (surfaced gravel 

21 km 

R91 m 


roads - km) 

- Roads resurfaced (km) 

1 10 km 

R28 m 


- Gravel roads graded/rehabilitated (km) 

250 km 

R4,5 m 
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2 

Total budget associated with the maintenance 
(routine) of existing roads: 

-Tar (including stormwater) 

- Gravel (general maintenance, excluding 
regravelling) 

2575 km 
450 km 

R(m) 

R1 15 m 

R1,3 m 

3 

Average frequency and budget required for retarring, 
regravelling roads 

- Tar (average life cycle) 

- Gravel (grading frequency) 

1 0 years 
12 months 

R(m) 

R37 m 

R4 m 

4 

Estimated backlog of roads, showing kilometres and 
capital cost 

- Tar (rehabilitation of existing tarred roads) 

- Gravel (upgrade gravel roads to tarred standard) 

37 km 
450 km 

R(m) 

R150 m 
R1000 m 

5 

Type and number of grants and subsidies received: 


R(m) 


Grants and subsidies - Province - R39 m 
Restructuring Grant - R1 1 m 

MIG - R20 m 


R70 m 





6 

Total operating budget for road maintenance function 
(including stormwater) 


R1 15 m 
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Function: Electricity 

Sub-Function: Electricity Distribution 


Reporting 

Level 

Detail 

Total 

Cost 

Overview: 

Includes the bulk purchase and distribution of 
electricity. 



Description of 
activity: 

The electricity purchasing and distribution 
functions of the Municipality are administered as 
follows and include: 

The supply and distribution of electricity throughout 
the NMBM area. 

The Municipality has a mandate to: 

• Administer and supply electricity services. 

The strategic objectives of this function are to: 

• Supply high-quality electricity at an acceptable price 
to all. 

The key issues for 2007/08 were: 

• Supply electricity for economic development. 

• Establish alternative service delivery mechanisms. 

• Maintain electricity and energy assets. 

• Promote demand-side management. 







Analysis of 
function: 

1 

2 

3 

4 

Statistical Information: 

Total quantity and cost of bulk electricity purchases 
in kilowatt hours and rand by category of consumer: 

- Residential 

- Commercial 

- Industrial 

- Steam supplies 

- Street lighting 

1,187379 652 
548 571 542 
1,566205147 
301 747436 
45 134 1 72 

R million 

215153 

99401 

291 905 
23484 

8 312 

Total quantity and receipts for bulk electricity sales in 
kilowatt hours and rand by category of consumer: 

- Residential 

- Commercial 

- Industrial 

- Steam supplies 

- Street lighting 

1,187379 652 
548 571 542 
1,610 956261 
302 000 000 
45 874 447 

R million 

448209 

233 587 

530 064 

34 373 
10153 

Total year-to-date electricity losses in kilowatt hours 
and rand 

273 689 758 

R million 

49 593 

Number of households with electricity access, and 
type and cost of service: 

Credit and Prepaid meters 

283 220 
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Reporting 

Level 

Detail 

Total 

Cost 


- Electrified areas 

- Municipal 

- Eskom 

282 749 

471 


5 

Number and cost of new connections 

9 675 

R23.4 million 

6 

Number and cost of disconnections and 
reconnections 

Disconnections (7,578) + Reconnections (6,985) 


R million 

4,304 

7 

Number and total value of electrification projects 
planned and current: 

Current (financial year after year reported on) 
(connections) 

Planned (future years) 

(connections) 


R million 

8 

Free basic service provision: 

- Quantity (number of households affected) 

- Quantum (value to each household) 

95 146 

75 kWh 

75 kWh @ 
51.610 
c/kWh 


9 

Type and number of grants and subsidies received: 
A-J07 2 177 000 

J - S 07 8 777 000 

Q-D07 NIL 

J - M 08 4 480 000 

A - J 08 2 400 000 


R million 

17 834 


Note: Total value of specific electricity grants actually 
received during year to be recorded over the five 
quarters - Apr to Jun 2007; Jul to Sep 2007; Qct to 
Dec 2007; Jan to Mar 2008; Apr to Jun 2008. 



10 

Total operating cost of electricity distribution function 


R million 




1 202 254 
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Function: Electricity 

Sub-Function: Street Lighting 


Reporting 

Level 

Detail 

Total 

Cost 

Overview: 

Provide adequate lighting. 



Description of 
activity: 

Street lighting responsibilities of the Municipality 
are administered as follows and include: 

• Main roads 

• Residential streets 

• High-mast lights 

The strategic objectives of this function are: 

• Security and road safety. 

The key issues for 2007/08 are: 

• Efficient use of electricity to provide lighting for 
security and road safety 

• Investigate more energy-efficient light sources 



Analysis of 
function: 

1 

2 

Statistical Information: 

Number and total operating cost of streetlights 
servicing population: 

58,875 

R million 

28,533 

Total bulk kilowatt hours consumed for street lighting: 

45,874 447 
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Function: 

Public Safety 


Sub-Function: 

Traffic 



Reporting 

Level 

Detail 

Total 





Overview: 

Includes Traffic, Licensing and Parking Control. 







Description of 
activity: 

The traffic control functions of the Municipality 
are administered as follows and include: 



T raffic Law 
Enforcement 

These services include all traffic law enforcement 
functions. 

The Municipality has a mandate to: 




• Conduct preventative traffic patrols and enforce 
traffic legislation 




• Enforce speed limits. 




• Attend to traffic accidents. 




• Enforce parking legislation. 




• Enforce municipal by-laws. 




The strategic objectives of this function are 
to: 




Ensure the safe and free flow of traffic within the 
Municipality. 




The key issues for 2007/08 are: 




Extend the current 18-hour service in Port 
Elizabeth to a 24-hour service throughout the 
Municipality. 




Reduce the number of traffic accidents by 1%. 




Restrict the following offence rates to - 




Drunken driving (% offences) 

0% 

0% 


Speeding (% offences) 

< 34.6% 

<34.6% 


Defective tyres (% offences) 

< 20.5% 

<20.5% 


No-stopping areas (Incidents per hour) 

< 33.0 p/h 

<33.0% 


Traffic signals (Incidents per hour) 

< 7.2 p/h 

<7.2% 


Stop signs (Incidents per hour) 

< 12.6 p/h 

<12.6p/h 





Driver’s 

Licences 

These services include all driver testing 
functions. 

The Municipality has a mandate to: 




• Test applicants and issue learner driver’s 
licences. 




• Test applicants and issue driver’s licences. 




• Renew credit card type driver’s licences. 




• Renew and issue professional driver’s licences. 




The strategic objectives of this function are 
to: 




Ensure safety on the road by ensuring a high 
level of competency amongst vehicle drivers. 




The key issues for 2007/08 were: 




To Improve the level of service by reducing 
waiting times. 
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Reporting 

Level 

Detail 

Total 

Roadworthy 

Testing 

These services include all vehicle testing 
functions. 

The Municipality has a mandate to: 




Test vehicles and issue roadworthy certificates. 




The strategic objectives of this function are 
to: 




Ensure safety on the road by ensuring that 
vehicles are roadworthy. 




The key issues for 2007/08 were: 




To improve road safety by testing public and 
private vehicles for roadworthiness. 



Analysis of 
function: 

Statistical Information: 



1 

Total number of call-outs attended to in: 

2006/07 

2007/08 


- Emergency call-outs (Complaints and MVAs) 

2307 

2948 

2 

Average response time to call-outs: 




- Emergency call-outs 

14.5 min. 

14.64 

3 

Total number of targeted violations, e.g. traffic 
offences: 

2006/07 

Offences 

2007/08 

Offences 


LICENSING OF DRIVERS 

11628 

11584 


Unlicensed drivers 

10293 

10298 


Learner drivers - without supervision/carrying 
passengers 

915 

943 


Other offences regarding driver licensing 

420 

343 


REGISTRATION/LICENSING OF MOTOR 
VEHICLES 

10129 

12306 


Unlicensed/Unregistered motor vehicles 

9821 

11837 


Other offences regarding registration and 
licensing 

308 

469 


MOVING VIOLATIONS 

194942 

235794 


Driving under the influence of liquor 

80 

464 


Reckless/Negligent/Inconsiderate driving 

8 

7 


Speeding offences 

154099 

192701 


Robot disobedience 

9313 

8454 


Stop sign disobedience 

12188 

16939 


Other road signs disobedience 

16046 

13171 


Turning when unsafe 

670 

566 


Turning without signaling 

332 

549 


Illegal overtaking 

211 

347 


Changing lanes - endangering traffic 

1492 

1422 


Entering road/intersection when not safe 

52 

54 


Other moving violations 

451 

1120 


STOPPING AND PARKING 

26293 

43002 


Stopping where prohibited 

3393 

2278 


Causing danger/obstruction 

1985 

4493 


Parking obstructing a vehicle entrance 

63 

83 


Parking in exclusive parking bays (loading zone, 
bus zone) 

795 

4062 


Parking where prohibited not mentioned 
elsewhere 

2388 

5949 


Parking meter violations 

17669 

26137 
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Reporting 

Level 

Detail 

Total 


LOADS AND PROJECTIONS 

997 

1394 


Overload - passengers 

756 

917 


Overload - goods 

212 

407 


Exceeding projection limits 

14 

4 


Insecure load spillage 

15 

66 


VEHICLE DEFECTS 

10377 

5839 


Defective service/parking brakes 

676 

397 


Defective steering 

54 

11 


Defective tyres 

3000 

2006 


Defective silencer 

24 

27 


Other defects 

6623 

3398 


SUNDRY 

16107 

12490 


Public motor vehicle offences 

2965 

2639 


Municipal by-laws 

274 

257 


Not wearing seat belt/safety helmet 

9309 

6790 


Cellphone : use while driving 

2706 

1934 


Other offences 

853 

870 


NOTICES 

2314 

2363 


Notice to discontinue use of motor vehicle 

251 

107 


Written warnings issued 

2063 

2256 


TOTAL 

272787 

324772 

4 

Total number and type of emergencies leading to 
a loss of life or disaster 2007/08: 

124 fatal 
traffic 
accidents 

91 fatal traffic 
accidents 

5 

Type and number of grants and subsidies 
received: 

None 

None 





6 

Total operating cost of police and traffic function 

R105 870 605 

R118 802.00 
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Function: Strategy, Planning and Development 

Sub-Function: Facilitation, Implementation and Co-ordination of 
Economic Development Programmes 


Reporting 

Level 

Detail 

Total 

Overview: 

Developing, facilitating, promoting, implementing and 
coordinating the development of a diverse and 
integrated economy and ensuring an excellent 
business environment, as well as sustainable 
livelihoods. 



Description of 
activity: 

The function of the Economic Development 
Directorate within the Municipality is administered 
as follows and includes: 

• Strategy and policy development, 
implementation and monitoring 

• Sector development (including automotive 
manufacturing, tourism, SMME and 
community development and urban 
agriculture) 

• Trade and investment 

• Coordination and facilitation of major and 
special projects (Vision 2020) 

• Management of municipal economic entities 

• Research and development 

These functions also include the implementation 
and monitoring of the Economic Growth and 
Development Strategy, which focuses on the 
following strategic thrusts: 

• Sector diversification and development 

• Human resources development 

• Infrastructure investment and development 

• Investment attraction 

• BEE promotion and development 

All the thrusts highlighted above are aimed at 
addressing the critical challenges the Municipality 
faces and are meant to ensure that sectors that have 
a high value are protected and developed. 

To equip and develop the capacity of its people to 
ensure alignment of skills demanded by the market 
and key sectors. 

To provide adequate economic infrastructure. 

To afford them potential to access opportunities. 
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The strategic objectives of this function are to: 

• Increase the economic growth of the 
Municipality to over 7% by 2014. 

• Ensure reduction of the number of 
households living below the poverty line by 
60% by 2020. 

• Ensure that there is a 3,5% job growth rate 
per annum. 

• Ensure that the Municipality is a preferred 
destination for investment, tourism and 
residence. 




The key issues for 2007/08 are set out in terms of the 
strategic development thrusts of the NMBM 

Economic Growth and Development Strategy: 

1. Sector development and diversification: 
Develop and protect the key priority sectors, 
i.e. automotive, tourism, agriculture, 
construction, logistics, manufacturing, ICT, 

Call Centre and Creative Industries. 

Call Centre 

Established an institution In partnership with the 
National BPO & O body that will focus on the 
development of and promotion of the call centre 
industry in NMB. 

Creative Industries 

2. HR Development and Realignment: [a] 
Develop existing skills base to meet domestic 
and foreign demand; [b] Create multi-level 
partnerships to deliver; [c] Realign existing 
programmes. 

EDRS has finished the HRD Strategy and its 
implementation plan and it has been approved by 
Council. Currently, EDRS is working with key 
stakeholders to implement key programmes 
highlighted as essential to the city in relation to skills 
development and supply in NMB. 

3. Infrastructure Planning and Development: [a] 
Develop integrated spatial framework; [b] 
Identify long and short-term infrastructure 
needs; [c] Develop infrastructure frameworks 
for tourism and industry; [d] Implement 
intervention strategies to support Coega; [e] 
Develop infrastructure programmes for 
underdeveloped areas; [f] Develop urban 
regeneration programmes; [g] Establish 
capacity locally for infrastructure 
development. 
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4. Investment, trade and tourism promotion: [a] 
Branding and marketing strategy; [b] 
Investment strategy to attract new business 
and retain/expand existing business; 

[c] Master tourism marketing strategy; [d] 
Export promotion strategy. 

EDRS in partnership with SEDA established a Trade 
Point. 

5. Promotion of BEE as a tool to provide access 
to opportunities for the previously 
disadvantaged groups. 

6. Promotion of SMME and emerging 
businesses and co-operatives. Provide 
affordable business infrastructure, capacity 
building. Identification of business 
opportunities. 

Training and development mentorship of SMMEs 
and co-operatives in all sections of industry 

SMME: Training 500 

Workshops: two (Uitenhage and Zwide) 

Assistance provide to two SMMEs with Trading 
facilities 

Tourism: 10 trained 

On-going assistance for grading of tourism SMME’s 
establishments - currently 4 graded 

Various training provided 

Co-operatives: 33 Co-operatives assisted and 
mentored 

Development of businesses plan of the co-operative 
Development Centre currently in progress 
Continuous assistance and mentorship of existing 
co-operatives 

Assistance in providing information to persons 
wanting to register business in co-operative 
environment 

Providing continuous training in business skills, 
financial management 

Plus minus 2890 jobs created to date 

Automotive: Identification of scrap metal dealers 
operating illegally in backyard - to assess and find a 
way forward to provide alternative assistance 



Analysis of 
function: 

Sector Development : Tourism, Automotive and 
SMME; Urban Agriculture: Market, Stock Farming 
and Crop Production; Strategic Programmes and 
Projects; Trade and Investment; and Management of 
Municipal Entities - Commercial. 






1 Detail and cost of incentives for business investment: 
Draft investment strategy prepared in March 2004. 
Incentives have been developed for approval by 
Council. Investment strategy will focus on investment 
servicing, marketing of key sectors, marketing of key 
strategic projects, trade promotion, incentives, as well 
as an institutional model for delivery. 


2 MFCs 
(Council 
funding) 

2 MFCs 
(Funding 
request put 
forward to 
Zanemvula) 


Walmer R2.£ 
Enterprise 


Brickfields R923 000.00 
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ANNUAL REPORT OF THE 
MANDELA BAY DEVELOPMENT AGENCY (MBDA) 

1. INTRODUCTION AND OVERVIEW 

The MBDA is an economic development arm of the Nelson Mandela 
Bay Municipality. It works closely with the Municipal Manager, the 
NMBM directorates and other key stakeholders to facilitate and support 
urban renewal and related infrastructure projects and the potential 
downstream private sector opportunities that may arise. 

The projects and programmes implemented by the MBDA are therefore 
complementary and in line with the Integrated Development Plan (IDP) 
of the NMBM. 

The key objectives of the MBDA as contained in its Mandate Document 
are as follows: 

• To create a turnaround in the urban decay in Nelson Mandela 
Bay: 

• To promote economic growth through urban renewal in Nelson 
Mandela Bay; 

• To regenerate decaying areas through the provision of services 
and infrastructure projects, so as to enhance the ability of these 
areas to contribute to the economic development of Nelson 
Mandela Bay and the quality of life of all its residents; 

• To promote productive partnerships in cooperation with all 
relevant stakeholders in respect of area-based activities and 
initiatives: 

• To follow a process of “getting the basics right”; 

• To ensure a close, mutual, productive and beneficial working 
relationship with the NMBM, the respective Portfolio Councillors 
on its Mayoral Committee, as well as the officials of the relevant 
NMBM directorates: 

• To promote the MBDA as an urban renewal vehicle; 

• To promote the MBDA as a project management house; 

• To identify short-, medium- and long-term capital projects that 
will be implemented through a process of capital forward 
planning: 
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• To facilitate public and private sector investment and therefore 
create the required confidence to market and brand Nelson 
Mandela Bay locally, nationally and internationally: 

• To design processes and products in an innovative and creative 
way that will enable the assets of the NMBM to be leveraged 
and maximised in terms of the creation of revenue streams; 

• To commence with the implementation of urban renewal 
projects, whether through service provision or infrastructure 
projects in other emerging areas of Nelson Mandela Bay. 

The Mandate Document, as adopted by the NMBM, endeavours to 
coordinate and manage public sector capital investment and other 
programmes in order to deliver a range of development projects and 
programmes aimed at achieving the goals of the IDP, particularly in 
respect of a higher level of GDP and employment opportunities. 

Overall development implementation involves mechanisms to ensure 
that development is implemented as planned. This means that projects 
are implemented on budget, on time and within acceptable quality 
standards. In this regard, the MBDA may outsource specific project 
management functions with a planning, engineering, architecture, 
quantity surveying and social profile emphasis. The MBDA uses the so- 
called “consulting model”, i.e. using a small efficient staff that drives a 
large consulting base to the desired output and in alignment with the 
MBDA’s objectives. 

CONTEXT 

The MBDA promotes economic growth within the inner city through its 
urban renewal efforts, basically entrenched in the provision of services 
and the implementation of infrastructure projects that could be a 
catalyst for private sector downstream investment. These efforts 
include the areas of the inner city that are either in decay or declining 
into decay, as well as other areas that could be developed from their 
original industrial base to a more non-industrial base (retail, residential, 
office and tourism/leisure/entertainment). 

This could include areas such as the southern part of the existing port 
and the EPRU Stadium, which was originally used as a sporting venue, 
but which could be developed for a range of retail, office and 
tourism/leisure/entertainment purposes. 




451 


The MBDA works in close cooperation with the relevant executive 
directors of the NMBM in the identification and implementation of its 
projects and plans. 

Figure 1 outlines the present Mandate Area of the MBDA. 


FIGURE 1 - Mandate Area 


1.2 ACCOUNTABILITY 



The MBDA receives its mandate from the NMBM and is contractually 
accountable to the NMBM to whom it undertakes a compliance 
reporting in respect of its Key Performance Areas (KPA’s). 

1.3 WORKING WITH OTHER ENTITIES 

The MBDA has a strong public participation profile and involves key 
agencies and stakeholders in its efforts. As an agent of the NMBM, the 
MBDA interacts closely and regularly with the NMBM’s directorates as 
well as other local entities, such as the Port Elizabeth Regional 
Chamber of Commerce and Industry (PERCCI); the National African 
Federated Chamber of Commerce (NAFCOC); Nelson Mandela Bay 
Tourism (NMBT) and Uitenhage Despatch Development Initiative 
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(UDDI); and state entities such as Transnet, Industrial Development 
Corporation (IDC), the Development Bank of Southern Africa (DBSA) 
and National Treasury. 

1.4 BUSINESS MODEL 

The Agency is a Section 21 Company with an independent Board of 
Directors appointed by the Executive Mayor of the NMBM. It operates 
as an area-based development manager of the NMBM, undertaking 
multi-functional initiatives, involving multiple role-players and basing its 
efforts on a number of pillars, such as service provision, the 
implementation of infrastructure projects and building a social profile to 
ensure that its efforts are not only seen as positive to residents of the 
CBD and other stakeholders who frequent Nelson Mandela Bay on a 
regular basis. 

The MBDA follows the approach of: 

• “Getting the basics right” (cleansing, security, informal trading, 
etc.): 

• Conducting extensive research in the areas of retail, 
residential, office and tourism/leisure/entertainment, to ensure 
that the programmes and projects of the MBDA respond to 
what the market wants; 

• Identifying dormant municipal properties and land that could be 
offered to the private sector for development to create revenue 
streams. 

• Identifying key infrastructure projects that are implemented 
according to market demand and with the sole purpose of 
being a catalyst for private sector investment and confidence; 

• Profiling the City as a “place to be”, particularly from a 
development point of view. 

The MBDA manages these projects from concept to completion and 
will ultimately hand these projects back to the NMBM for the operations 
and maintenance thereof. 
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VISION 

“The establishment of a world-class African city that is a prominent destination 
for international and domestic investors and tourists”. 

MISSION 

“To initiate, facilitate and deliver services and infrastructure projects to the 
Nelson Mandela Bay Municipality (NMBM) and maximize investment, 
economic and tourism development opportunities within the MBDA’s Mandate 
Area”. 

1.5 FOREWORD BY EXECUTIVE MAYOR 

The 2007/08 financial year has proven once again that the MBDA has the 
ability to deliver on infrastructure projects, in terms of quality as well as within 
budget and set timeframes. 

The impact of the urban renewal projects of the MBDA can already be seen, 
and the collective impact of these projects will continue to improve the quality 
of life for all citizens of Nelson Mandela Bay, including those residents who 
travel daily from outlying townships to the Central Business District (CBD) for 
work and shopping purposes. 

The Nelson Mandela Bay Municipality (NMBM) is extremely pleased with the 
professional approach of the MBDA in the delivery of its projects, as set out in 
its five-year Corporate and Annual Business Plans. It is believed that these 
efforts will help to attract investment flows into marginalised areas, by creating 
a city that is key in the creation of Gross Domestic Product (GDP) and 
employment, and that the benefits created within the CBD will also positively 
impact on the marginalised areas of Nelson Mandela Bay. 

It is the successes of organisations such as the MBDA that have contributed 
positively to the management of Nelson Mandela Bay and arresting the 
economic ills and imbalances of the past. 

The MBDA must also be congratulated for its innovative and creative 
approach in creating a “place” (“place-making”) for people to be. It is this 
“place-making” that creates an attractive, conducive working, living and 
playing environment for all the people of Nelson Mandela Bay. 
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At an institutional level, the MBDA has embarked on the implementation of an 
organisational structure that fits its programmes, as well as the needs of the 
Municipality and it is this approach that supports the Municipality’s overall 
developmental vision, and improves on governance and accountability. 

Within this context, the MBDA reports to a Board of Directors, appointed by 
the NMBM as well as to the respective portfolio committees and, ultimately, 
the NMBM Mayoral Committee. This reporting structure does not diminish the 
critical role that the MBDA plays in respect of urban renewal, but rather 
emphasises its critical role in respect of spatial development and urban 
renewal and ensures that all the respective directorates of the NMBM buy into 
MBDA projects and programmes. 

The MBDA now has an extended mandate, as recently approved by Council, 
and will be increasingly tasked in assisting in key strategic projects. The 
Agency will in the future play a critical role in the Municipality’s priorities in 
respect of: 

o Increasing the GDP and employment opportunities in marginalised 
areas; and 

o The upgrading of decaying areas in the CBD to become a catalyst for 
further private sector downstream investment. 

The Mayoral Committee is looking forward to the MBDA’s continued valuable 
contribution and project management skills in promoting urban renewal in the 
CBD as well as in other emerging areas, as well as continuing to contribute to 
the economic growth of Nelson Mandela Bay. 


CLLR NONDUMISO MAPHAZI 

EXECUTIVE MAYOR 

NELSON MANDELA BAY MUNICIPALITY 
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1.6 CHAIRPERSON’S REPORT 

Only a few years ago, there were serious questions about the future of the 
inner city of Port Elizabeth. Today, as this annual report reflects, the MBDA 
has successfully managed a significant turnaround in the fortunes of the inner 
city of Port Elizabeth. 

In essence, the MBDA is now reaching a period where projects are 
collectively coming to fruition, giving the City much required infrastructure and 
investor confidence. 

Over the past four years, the MBDA has filled a vacuum in respect of project 
management skills and has built reputable systems and processes. It has 
established good governance and is meeting its development mandate, with 
programmes and projects building on the existing strengths of the City whilst 
stimulating growth in sectors and regions where economic activity has been 
minimal. Against the backdrop of its history over the past four years, these 
achievements are nothing short of extraordinary. 

The MBDA’s development of critical mass in terms of project management 
skills goes further, however, with the Agency positioning itself as an arm for 
infrastructure project management purposes and support in Nelson Mandela 
Bay. 

These successes, and the MBDA’s now decidedly promising future, are 
entirely thanks to the dedication of the Chief Executive Cfficer, executive 
management and each staff member within the Agency. For this, they must 
be congratulated. 

This Annual Report also reflects the continuing challenges of the MBDA. 
These are enshrined in its core strategic goals, i.e. to increase its 
developmental impact while enhancing organisational efficiency and viability. 

The MBDA’s successes, it must be said, have placed the MBDA in the 
spotlight, which has created new challenges and opportunities. Its new 
standing as a success story requires it to find more opportunities to gain more 
confidence, but also makes it a target for criticism. The Agency will have to 
learn to use these challenges and opportunities to find value in the criticism 
for further refining of its approach and activities. 




The Board of Directors has no doubt that the Agency will continue to meet its 
challenges. 


I wish the MBDA management and staff the very best as they continue on the 
next leg of their remarkable journey. 


SAKI MACOZOMA 
CHAIRPERSON 
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1.7 CHIEF EXECUTIVE OFFICER’S REPORT 

There are very few certainties for public-owned entities; one of them is change 
while the MBDA has modeled itself on successful international development 
agencies, but has also adapted its mandate and projects to the needs of 
Nelson Mandela Bay. 

Entering a vacuum in respect of urban renewal at the end of 2004, the MBDA 
has now reached the critical mass to consolidate and build on its successes. 

In essence, the MBDA took a giant leap towards becoming a viable, effective 
project management house and support agency that focuses on attracting 
new investment to the Port Elizabeth CBD and Nelson Mandela Bay. The 
MBDA follows a business model based on key success factors in international 
development agencies, as well as on the demands and challenges of the City. 
The Agency is moving steadily way from its previous role as a promoter of 
urban renewal towards becoming the hub for managing infrastructure projects 
in Nelson Mandela Bay. 

In this world of change, our strategic priorities are unyielding: to increase the 
development impact of our projects: to build on the internal structural and 
functional gains we have made over the past four years; to address the on- 
going challenges of corporate financial viability: and to enhance strategic and 
operational alliances, particularly with the private sector. The MBDA has 
embarked on various urban renewal projects and has diligently followed the 
vision set out in its original five year Corporate and Annual Business Plans. 

CHALLENGES IN A CHANGING WORLD 

The main challenges of the MDBA remain the constraints of current municipal 
legislation and the limited funding that is available for urban renewal efforts. 
The key challenges for the MBDA still remain in maintaining a professional 
development approach, managing projects in terms of the main pillars of 
project management, continuously training its staff in the philosophy of 
lobbying for urban renewal lobbying and for the required funding, in creating 
the required levels of development urgency. 

A further challenge for the MBDA is to project itself as the development arm of 
the NMBM and to maintain a unique separate identity that will reduce 
bureaucracy, but still remain compliant with relevant legislation. 
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Pi NEW STRATEGIC DIRECTION 

Over recent years, it has become widely recognized that the MBDA has built 
the required critical mass and administrative and financial systems to deliver 
in the implementation of the projects identified in its Strategic Spatial 
Implementation Framework (SSIF). The Agency is appreciative of the 
NMBM’s decision to increase its capital allocation for the financial year, which 
has culminated in the key projects such as the upgrade of Govan Mbeki 
Avenue and Parliament Street. The MBDA’s main core remains “getting the 
basics right” (e.g. security, cleansing and informal trading) and ensuring that 
urban renewal related capital investment is taking place to increase the 
potential for downstream private sector investment. 

The MBDA’s new direction as a project management house, particularly in 
respect of the potential construction of an International Convention Centre in 
Nelson Mandela Bay and the opening up of southern portion of the existing 
Port Elizabeth Port for non-industrial purposes, in addition to key municipal 
infrastructure projects, will drive its efforts over the next few years. 

OUR APPROACH 

The MBDA’s approach represents a radical contrast to a stereotypical and 
inward-focused approach, that often culminates in delays and unnecessary 
bureaucracy. Our focus now is firmly on delivery, which demands building a 
strong and integrated institution with strong project management skills. 

THE WAY FORWARD 

What this challenging and changing environment demands from the MBDA is 
flexibility. We critically review, rather than simply extend, our annual business 
plan on a continual basis. The Agency will not shy away from making the 
necessary adjustments that we believe will better serve our drive for effective 
and efficient infrastructure delivery. 

In the year ahead, the MBDA is looking forward to working with the officials of 
the NMBM and other key stakeholders in meeting the challenges of our 
Mandate Document, as well as the Integrated Development Plan (IDP) of the 
NMBM. 


PIERRE VOCES 

CHIEF EXECUTIVE OFFICER 
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1.8 AUDIT COMMITTEE REPORT 

We present our report for the year ended 30 June 2008. 

Audit Committee members and attendance 

The Audit Committee has adopted appropriate formal terms of reference. The 
Committee consists of two independent and external members, as well as a 
Board Director: 

KD Rather - Independent member and Chairperson 
A da Costa - Director 

S Nel - Independent member representing the Industrial 

Development Corporation 

The Audit Committee meets at least four times per annum as per its approved 
terms of reference, although additional special meetings with the Auditor 
General and the Internal Auditor were held during the year under review as 
the need arose. 

The Internal Audit function has been outsourced to the parent Municipality’s 
Internal Audit Services Division, in line with relevant legislation. 

During the year under review, four Audit Committee meetings were held. 

Name Number of Audit committee 

meetings attended 

KD Rather 
A da Costa 
S Nel 

Audit Committee’s responsibilities 

The Audit Committee reports that it has complied, as far as possible, with its 
responsibilities as set out in the approved terms of reference. 

Review of Annual Financial Statements 

The Audit Committee has noted the unqualified opinion expressed by the 
Auditor-General on the annual financial statements of the Agency. 


4 

2 

3 
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Efficiency and effectiveness of internal controls 

The matters reported in the report of the Internal Auditor and the Auditor- 
General as well as matters brought to the attention of the Accounting Officer, 
by way of informal queries and management letters, indicate that whilst there 
is always room for improvement, the internal controls generally functioned 
adequately during the year under review. 

Relevant legislation 

The Committee’s terms of reference includes responsibility for monitoring the 
following: 

• The Company’s Act 

• The Municipal Finance Management Act 

• The Local Government: Municipal Systems Act 

The Committee concentrated primarily on the financial legislation and took 
cognizance of the recommendations of the King II Report on Corporate 
Governance. 

Performance measurement 

A performance management system has been implemented for all staff 
members of the Agency. However, management have indicated that a 
service provider will be hired during the ensuing financial period to ensure that 
the performance management system is aligned to the strategic objectives 
and business plans of the Agency, in line with the audit findings of the Auditor- 
General. 

Conclusion 

The Audit Committee accepts the unqualified opinion of the Auditor-General 
on the Annual Financial Statements for the Agency for the year ended 30 
June 2008 and recommends that the audited Annual Financial Statements be 
adopted by the Board. 


KD RATHER - CA(SA) 
CHAIRMAN 
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2. PERFORMANCE HIGHLIGHTS OF 2007/08 

During the financial period under review, the MBDA experienced the 
following performance highlights: 

• The completion of the Govan Mbeki Avenue Environmental Upgrade 
Phase 1, its first capital project which has been hailed as a major 
milestone in the regeneration of the Port Elizabeth CBD; 

• The commencement of the construction phase of the Govan Mbeki 
Avenue Environmental Upgrade Phase 2 project; 

• The commencement of the construction phase of the Parliament Street 
Upgrade Project; 

• The completion of the Lower Baakens River Valley development study; 

• The completion of the feasibility study on the Russel Road Transport 
Interchange; 

• The advertisement of an Expression of Interest for the proposed 
Nelson Mandela International Convention Centre, with the final Call for 
Proposal to be advertised in the new financial year; 

• The Call for Proposal for a Stadium Operator for the Nelson Mandela 
Bay Multipurpose Stadium, which will be finalised in the new financial 
year; 

• The appointment of a private developer for the redevelopment of the 
derelict Tramways Building for a forty year lease period. Construction 
is planned to commence in 2009; 

• A draft City Improvement District (CID) By-Law has been formulated 
and is presently undergoing public scrutiny. This By-Law will be 
promulgated during 2009 and will facilitate a stronger relationship 
between business owners and the Municipality; 

• Urban renewal initiatives such as the Security Plan, Cleansing Plan 
and the regulation of informal traders have been effectively managed 
and have contributed substantially to improved perceptions of the Inner 
City as a place to live, work and play. 

3. FINANCIAL PERFORMANCE 

3.1 OPERATIONAL BUDGET 

Total operating expenses for the 2007/08 financial year amounted to 
R14,8 million, versus budgeted operational costs of R18,1 million. 
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3.2 OPERATIONAL CAPITAL BUDGET 

The total Operating Capital budget for the 2007/08 financial year was 
R200, 000, of which R73, 217 was expended. This represented 
expenditure on computer/ office equipment and furniture. 

4. CAPITAL PROJECTS 

The core activity of the MBDA is the project management and 
implementation of key municipal infrastructure capital projects to 
contribute to urban renewal. 


Indicated in the table below are the capital projects undertaken during 
the 2007/08 financial year: 


Project 

Budgeted 

Capital 

Spend 

Actual 
Spend at 30 
June 2008 

Planned 

Completion 

Date 









Govan Mbeki Avenue - Phase 1 

R 35,587,471 

R 31,713,085 

November 2008 





Govan Mbeki Avenue - Phase 2 

R 39,000,000 

R 7,224,117 

November 2009 





Parliament Street Upgrade 

R 19,000,000 

R 4,017,355 

March 2009 





Strand Street Design Study 

R 3,263,404 

R 532,362 

December 2008 





Lower Baakens River Deveiopment Study 

R 750,000 

R 379,006 

October 2008 





Commerciai Feasibiiity Study - Transport Interchange 

R 499,650 

R 499,650 

June 2008 


5. PROJECTS OF AN OPERATIONAL NATURE 

5.1 SECURITY 

The MBDA has intensified its security programme, expanding on its 
original area, which covered most of the CBD of Port Elizabeth. 
Presently, the Security Plan also covers a considerable portion of 
Central Hill. 

The CCTV operations room and the 24 CCTV cameras implemented 
by the NMBM to complement the security project have now been 
installed and will become functional during the next financial period. 

The operational spend on security in 2007/08 amounted to R5.1 million. 





463 

5.2 CLEANSING 

The Port Elizabeth CBD cleansing project continues to deliver 
successful results and the NMBM has requested that the MBDA also 
implement a cleansing plan in the Uitenhage CBD in the new financial 
year. 

The operational spend on cleansing in 2007/08 amounted to R1.5 
million. 

6. PERFORMANCE MANAGEMENT 

6.1 KEY PERFORMANCE AREA - TO ACT AS A STRATEGIC 
IMPLEMENTATION AGENT FOR AND ON BEHALF OF THE NMBM 

The MBDA has successfully projected itself as the development arm of 
the NMBM in the implementation of key municipal infrastructure 
projects such as the Govan Mbeki Avenue, Parliament Street and 
Strand Street Environmental Upgrade projects. 

6.2 KEY PERFORMANCE AREA - TO PROMOTE AND IMPLEMENT 
URBAN RENEWAL INITIATIVES IN THE MANDATE AREA 

In this respect, the Security and Cleansing Plans, together with the 
Informal Trader Regulation Project, have been successfully introduced 
and managed, to the extent that consumer and business confidence in 
the Port Elizabeth CBD has increased markedly. 

6.3 KEY PERFORMANCE AREA - TO ACQUIRE, OWN AND MANAGE 
LAND AND BUILDINGS AND/OR RIGHTS TO LAND AND 
BUILDINGS 

Good progress has been made with the NMBM in respect of derelict 
municipal land and/or buildings being capitalised to the MBDA. The 
mechanisms will be finalised in the new financial year. During the 
financial period, the redevelopment of the Tramways Building was 
awarded to a private developer, and this process was facilitated by the 
MBDA. 
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6.4 KEY PERFORMANCE AREA - TO LAUNCH, MANAGE, MONITOR 
ANY STUDY THAT MAY BE NECESSARY TO FURTHER ITS 
OBJECTIVES 

In this regard, studies such as the Strategic Spatial Implementation 
Framework, The Lower Baakens Valley Development Study, the 
Narrow-Gauge Economic Feasibility Study and the Commercial 
Feasibility Study for the Transport Interchange have been successfully 
completed in order that the objectives of urban renewal In Nelson 
Mandela Bay, within the context of the MBDA’s mandate, are 
enhanced. 

6.5 KEY PERFORMANCE AREA - TO PROJECT MANAGE, CO- 
ORDINATE AND IMPLEMENT PROJECTS OF THE NMBM 
RELATING TO ITS IDP 

Projects falling in this category which have been managed by the 
MBDA includes the International Convention Centre, Nelson Mandela 
Bay Multipurpose Stadium Operator, and the Tramways Building 
Redevelopment. 

6.6 KEY PERFORMANCE AREA - TO CONDUCT A REGULAR 
COMMUNICATIONS PROGRAMME AMONG ITS STAKEHOLDERS 

The MBDA has appointed service providers to manage the public 
relations, advertising, promotion and marketing functions to its various 
stakeholders. 

The MBDA brand has been developed over time to become well known 
in Nelson Mandela Bay. Plans are now in place to further improve the 
brand’s equity and the social profile of the Agency among all residents 
in Nelson Mandela Bay. 

6.7 KEY PERFORMANCE AREA - TO BECOME MORE SUSTAINABLE 
AND FINANCIALLY INDEPENDENT IN THE MEDIUM TO LONG 
TERM 

While it is accepted that the MBDA will probably never be totally 
financially independent of the NMBM, the Agency is cognisant of the 
fact that it needs to become more financially independent and 
sustainable. As it enters its fifth year of operation, this objective will 
become a key focus area of the Board and management. 
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7. CORPORATE GOVERNANCE 

7.1 CORPORATE GOVERNANCE STATEMENT 

The Board is satisfied that the MBDA has complied with all relevant 
legislation affecting the company. 

The MBDA is committed to: 

• the highest standards of integrity and behaviour in all its 
dealings with all its stakeholders and society at large; 

• carrying on business through fair, commercial and competitive 
practices: 

• removing discrimination and enabling employees to realise their 
potential through training and development of their skills; 

• being responsible towards environmental and social issues 

• playing a key role in the economic transformation of the general 
Nelson Mandela Bay society, not only through a contribution to 
GDP and employment opportunities, but also in the 
understanding that urban renewal is a key component in this 
process. 

7.2 BOARD OF DIRECTORS 

A clear distinction exists between the operational matters conducted by 
the Chief Executive Officer and his staff, and the strategic/political 
guidance provided by the Board. 

The MBDA currently has nine non-executive Directors, who have a 
range of different skills and experience that they use to the benefit of 
the MBDA. The Board is presided over by a non-executive 
Chairperson, and the directors take responsibility for ensuring that the 
Board promotes proper deliberation of all strategic matters requiring 
their attention. 

The Board meets on a quarterly basis and retains full and effective 
control over the MBDA. Matters of corporate importance are 
scrutinised thoroughly to ensure that there is accountability within an 
environment of performance. 

The Board has also established two sub-committees, namely the Audit 
and Human Resources/Remuneration Committees. 
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FIGURE 4: The MBDA Organogram 
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8. HUMAN RESOURCES 

The MBDA’s present staff component, as per race and gender, is 
reflected as follows: 


RACE 


LEVEL 

BLACK 

WHITE 

COLOURED 

INDIAN 

Management 

1 

2 


1 

Professional 

2 

2 



Administration 

3 

2 

1 



GENDER 


LEVEL 

MALE 

FEMALE 

Management 

3 

1 

Professional 

2 

2 

Administration 

3 

3 
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REPORT OF THE AUDITOR-GENERAL TO THE BOARD OF DIRECTORS 
AND THE PROVINCIAL LEGISLATURE ON THE FINANCIAL 
STATEMENTS AND PERFORMANCE INFORMATION OF THE MANDELA 
BAY DEVELOPMENT AGENCY FOR THE YEAR ENDED 30 JUNE 2008 


REPORT ON THE FINANCIAL STATEMENTS 
Introduction 

1. I have audited the accompanying financial statements of the Mandela Bay 
Development Agency which comprise the statement of financial position 
as at 30 June 2008, statement of financial performance, statement of 
changes in net equity and cash flow statement for the year then ended, 
and a summary of significant accounting policies and other explanatory 
notes, and the directors’ report, as set out on pages 320 to 338. 

Responsibility of the accounting officer for the financial statements 

2. The accounting officer is responsible for the preparation and fair 
presentation of these financial statements in accordance with GRAP and 
SA Statements of GAAP and in the manner required by the Municipal 
Finance Management Act, 2003 (Act No. 56 of 2003) (MFMA) and the 
Companies Act, 1973 (Act No. 61 of 1973). This responsibility includes: 

• designing, implementing and maintaining internal control relevant to the 
preparation and fair presentation of financial statements that are free 
from material misstatement, whether due to fraud or error 

• selecting and applying appropriate accounting policies 

• making accounting estimates that are reasonable in the circumstances. 

Responsibility of the Auditor-General 

3. As required by section 188 of the Constitution of the Republic of South 
Africa, 1996 read with section 4 of the Public Audit Act, 2004 (Act No. 25 
of 2004) (PAA), my responsibility is to express an opinion on these 
financial statements based on my audit. 

4. I conducted my audit in accordance with the International Standards on 
Auditing and General Notice 616 of 2008, issued in Government Gazette 
No. 31057 of 15 May 2008. Those standards require that I comply with 
ethical requirements and plan and perform the audit to obtain reasonable 
assurance on whether the financial statements are free from material 
misstatement. 
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5. An audit involves performing procedures to obtain audit evidence about 
the amounts and disclosures in the financial statements. The procedures 
selected depend on the auditor’s judgement, including the assessment of 
the risks of material misstatement of the financial statements, whether 
due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair 
presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. 

6. An audit also includes evaluating the: 

• appropriateness of accounting policies used 

• reasonableness of accounting estimates made by management 

• overall presentation of the financial statements. 

7. Paragraph 11 et seq. of the Statement of Generally Recognised 
Accounting Practice, GRAP 1 Presentation of Financial Statements 
requires that financial reporting by entities shall provide information on 
whether resources were obtained and used in accordance with the legally 
adopted budget. As the budget reporting standard is not effective for this 
financial year, I decided that my audit of any disclosures made by the 
Mandela Bay Development Agency in this respect would be limited to 
reporting on non-compliance with such disclosure requirement. 

8. I believe that the audit evidence I have obtained is sufficient and 
appropriate to provide a basis for my audit opinion. 

Basis of accounting 

9. The municipal entity’s policy is to prepare financial statements in 
accordance with GRAP and SA Statements of GAAP, as set out in 
accounting policy note 1 to the financial statements. 

Opinion 

10. In my opinion the financial statements present fairly, in all material 
respects, the financial position of the Mandela Bay Development Agency 
as at 30 June 2008 and its financial performance and cash flows for the 
year then ended, in accordance with GRAP and SA Statements of GAAP 
and in the manner required by the Municipal Finance Management Act, 
2003 (Act No. 56 of 2003) (MFMA) and the Companies Act, 1973 (Act No. 
61 of 1973). 
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Emphasis of matter(s) 

Without qualifying my audit opinion, I draw attention to the following matter: 

Restatement of corresponding figures 

11. As disclosed in note 25 to the financial statements, the corresponding 
figures for 30 June 2007 have been restated as a result of errors 
discovered during the 30 June 2008 financial year in the financial 
statements of the Mandela Bay Development Agency. The following is a 
summary: 

12. Operating leases have not been straight-lined as required by IAS 17.50 on 
operating leases, resulting in an adjustment as follows: 

• Decrease in revenue amounting to R46,61 1 

• Decrease in rental expenses amounting to R46,61 1 

• Decrease in deferred income amounting to R1 05,635 

• Increase in accruals amounting to R1 05,635. 

13. The municipal entity discovered that revenue recognised in the Statement 
of Financial Performance which is transferred from deferred income, was 
incorrect. 

Interest received during 2007 and prior periods was incorrectly omitted in 
calculating the revenue to be transferred from deferred income in 2007 
and prior periods and was only included during 2008. The restatement will 
have the following effect on the annual financial statements: 

• Decrease in opening accumulated surplus at 1 July 2007 
amounting to R402,370 

• Decrease in revenue recognised during 2007 amounting to 
R884,122 

• Increase in revenue recognised during 2008 amounting to 
R1 ,286,492 

• Increase in deferred income during 2007 amounting to 
R1 ,286,492 

• Decrease in deferred income during 2008 amounting to 
R1 ,286,492. 
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OTHER MATTERS 

Without qualifying my audit opinion, I draw attention to the following matters 
that relate to my responsibilities in the audit of the financial statements: 

Matters of governance 

14. The MFMA tasks the accounting officer with a number of responsibilities 
concerning financial and risk management and internal control. 
Fundamental to achieving this is the implementation of certain key 
governance responsibilities, which I have assessed as follows: 


No. 

Matter of governance 

Yes/No 


Audit committee 


1(a) 

The entity had an audit committee in operation 
throughout the financial year 

Yes 

1(b) 

The audit committee operates in accordance with 
approved written terms of reference. 

Yes 

1(c) 

The audit committee substantially fulfilled its 
responsibilities for the year, as set out in section 77 of 
section 166(2) of the MFMA. 

Yes* 


Internal audit 


2(a) 

The entity had an internal audit function in operation 
throughout the financial year 

Yes 

2(b) 

The internal audit function operates in terms of an 
approved internal audit plan. 

Yes 

2(c) 

The internal audit function substantially fulfilled its 
responsibilities for the year, as set out in section 165(2) 
of the MFMA. 

Yes* 


Other matters of governance 


3 

The annual financial statements were submitted for audit 
as per the legislated deadlines per section 126 of the 
MFMA. 

Yes 

4 

The financial statements submitted for audit were not 
subject to any material amendments resulting from the 
audit. 

No 

(see par. 

11 -13) 

5 

No significant difficulties were experienced during the 
audit concerning delays or the unavailability of expected 
information and/or the unavailability of senior 
management. 

Yes* 

6 

The prior year's external audit recommendations have 
been substantially implemented. 

Yes 


Yes*: Item to be read together with audit findings (performance information) 
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Unaudited supplementary schedules 

15. The supplementary information set out on pages 339 to 341 does not 
form part of the financial statements and is presented as additional 
information. I have not audited these schedules and accordingly I do not 
express an opinion thereon. 


OTHER REPORTING RESPONSIBILITIES 

REPORT ON PERFORMANCE INFORMATION 

16. 1 was engaged to audit the performance information. 

Responsibility of the accounting officer for the performance information 

17. In terms of section 121(4)(d) of the MFMA, the annual report of a municipal 
entity must include an assessment by the entity’s accounting officer of the 
entity’s performance against any measurable performance objectives set 
in terms of the service delivery agreement or other agreement between the 
entity and its parent municipality. 

Responsibility of the Auditor-General 

18.1 conducted my engagement in accordance with section 13 of the PAA 
read with General Notice 616 of 2008, issued in Government Gazette No. 
31057 of 15 May 2008 and read in conjunction with section 45 of the 
Municipal Systems Act, No. 32 of 2000. 

19. In terms of the foregoing my engagement included performing procedures 
of an audit nature to obtain sufficient appropriate evidence about the 
performance information and related systems, processes and procedures. 
The procedures selected depend on the auditor’s judgement. 

20. 1 believe that the evidence I have obtained is sufficient and appropriate to 
provide a basis for the audit findings reported below. 

Audit findings (performance information) 

Internal auditing of performance measurements 

21. Contrary to the Municipal Planning and Performance Management 
Regulations gazette 7146 issued in government gazette No. 22 605 of 24 
August 2001, section 14 (c), read in conjunction with section 45 of the 
Municipal Systems Act, No. 32 of 2000, the internal auditors of the 
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municipal entity did not audit the performance measurements on a 
continuous basis and did not submit quarterly reports on their audits to the 
accounting officer and the audit committee. 

Performance information not received in time 

22. Performance information was not received together with the annual 
financial statements as required by General Notice 616 of 2008, issued in 
Government Gazette No. 31057 on 15 May 2008, paragraph 16. The 
information was submitted at a later stage. 

APPRECIATION 

23. The assistance rendered by the staff of the Mandela Bay Development 
Agency during the audit is sincerely appreciated. 



Port Elizabeth 
12 November 2008 



AUDITOR-GENERAL 
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RESPONSE TO THE AUDIT REPORT ON THE FINANCIAL STATEMENTS 
AND PERFORMANCE INFORMATION FOR THE YEAR ENDED 30 JUNE 
2008 

INTRODUCTION 

In accordance with the Public Audit Act, No. 25 of 2004, Council has to 
consider the audit report within one month after its first sitting after the audit 
report has been submitted by the Auditor-General. 

Detailed below are the responses, with reference being made to the 
paragraph numbering in the audit report: 

EMPHASIS OF MATTER 

Restatement of corresponding figures 

12. Comments are noted. 

13. Comments are noted. 

OTHER MATTERS 

Matters of Governance 

14. Comments are noted. 

OTHER REPORTING RESPONSIBILITIES 
Report on Performance Information (Audit findings) 

Internal auditing of performance measurements 

21. With effect from the 2008/09 financial year, the Internal Audit sub- 
directorate will undertake the required audit of performance measurements 
and submit quarterly reports to the Municipal Manager and the Audit 
Committee. 

Performance information not received on time 

22. With effect from the 2008/09 financial year, the performance information 
will be submitted within the legislated timeframes. 
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ANNUAL REPORT OF 
FEATHER MARKET PROMOTIONS 

Introduction 

The following report covers trading period for the Feather Market Promotions 
as from the 01®* July 2007 to SO*** June 2008. 

This report includes specific references to the following: 

1. The number and types of events hosted at the Feather Market 
Convention Centre. 

2. The occupation of the Feather Market Convention Centre during the 
period. 

3. The value of the FMP in real terms from the generation of income into 
the City as a result of conferences, congresses, exhibitions and 
concerts hosted by Feather Market Promotions. 

4. Positive factors influencing trading at the Feather Market Promotions. 

1. The number and types of events hosted at the Centre (01 July 2007 
to 30 June 2008) 


Tvoe of event / function 

No of events 

2007/8 

No of deleqates 

2007/8 

Conferences with 
Expo’s 

10 

12700** 

Workshops 

56 

5570** 

Launches/Receptions 

20 

4135** 

Gala Banquets/Dinners 

45 

13865** 

Exhibitions/Sports 

Events 

8 

57200** 

Concerts 

24 

12795** 

Beauty Pageants 

9 

4822** 

Total 

172 

111057** 


** Approximate numbers of delegates and attendees. 
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The number of events hosted in the 2006/7 year totalled 197, whilst this year 
the number has decreased to 172, a decrease of 25 or 12.6%. The largest 
decrease of events was in workshops which traditionally attract from 10 to 60 
delegates and have a short duration from half-day to full day. 

In this category of events for 2006/7, the Centre hosted 72 workshops whilst, 
as indicated above, there was a decrease of 16 in the year under review. The 
number of delegates/patrons attending various events increased marginally by 
5187 in the current year compared to the previous year. 

2. Occupation of the Centre expressed per month as a percentage 
(based on a 26 day-month, unless otherwise indicated) 

Occupation is an important performance indicator for the usage of the Feather 
Market Convention Centre. Unfortunately due to the design of the venue, the 
usage for a variety of events simultaneously is restricted. 


Month 

Davs used: 

Actual 

Davs used: 

Set-up, 

rehearsal & 

strike 

% Occuoancv 

July 

16 

19 

73% 

August* 

22 

26 

100% 

September* 

19 

28 

107% 

October 

15 

20 

77% 

November 

24 

26 

100% 

December* 

13 

14 

61% 

January * 

10 

10 

40% 

February 

8 

14 

61% 

March* 

14 

20 

77% 

April * 

14 

19 

86% 

May* 

14 

19 

76% 

June 

11 

14 

61% 

Total 

180 

229 

76% 


An asterisk indicates the public holidays affecting operational days. 
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3. The value of the FMP in real terms from the generation of income 
into the City as a result of conferences, congresses, exhibitions and 
concerts hosted 

Extensive research has proven that the ripple effect of the currency spend 
by a conference delegate (delegate rand spend) has one of the highest 
multiplier effects on a City’s economy. ** 

Studies conducted by the Cape Town, Durban and Convention Bureau’s 
indicate that the multiplier effect could be as high as 12%. International 
results from associations such as ICCA (International Conference and 
Congress Association an MPI (Meeting Planners International) support 
that these facts are achievable. 

Again, research indicates that leisure tourist currency spend has a 
multiplier effect of between 6 - 8% only. 


The table below indicates the value of conferences/concerts/exhibitions 
that are hosted by the Centre and the resultant effect on the city’s 
economy. 


Year 

ended 

No of 

Events 

Average 

duration 

of 

Events 

Av no of 
Delegates 
/ 

Attendees 

Rand 
spend per 
delegate 
per event 

Total 

R million 

2005/6 

29 

3.5 

569 

R1018.00 

R58.793.063.00 

2006/7 

27 

3.0 

540 

R1 120.00 

R48.988.800.00 

2007/8 

22 

3.0 

520 

R1205.00 

R35. 178.000.00 


** Facts from Cape Town Convention Bureau, South African Conference 
and Exhibition Guide and ICCA, the International Conference and 
Congress Association. 

4. Positive factors influencing trading at the Feather Market Centre 

The FMP has a high retention of events, thanks to numerous factors such 
as: 

• A unique venue of olde-world charm and comfortable facilities 

• Large and flexible venues to host a multitude of different events 
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• Centrally situated, close to hotels, theatres, restaurants, sporting 
amenities and beaches 

• A dedicated and professional team of employees 

• The largest venue in the City able to host conferences and 
exhibitions under one roof 

• An impressive record of putting Port Elizabeth back on the 
conference / congress map nationally 

• The largest pipe organ in South Africa 

• The Feather Market has been the permanent home to the East 
Cape Philharmonic Orchestra since it was inaugurated in 1998, 
and this orchestra is one of the finest and financially most viable 
in the country. 

• Careful management of hardware resources 

• Partnerships with selected catering suppliers to ensure 
continued excellent food quality and service. 
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REPORT OF THE AUDITOR-GENERAL TO THE BOARD OF DIRECTORS 
AND THE PROVINCIAL LEGISLATURE ON THE FINANCIAL 
STATEMENTS AND PERFORMANCE INFORMATION OF FEATHER 
MARKET PROMOTIONS FOR THE YEAR ENDED 30 JUNE 2008 


REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1. I have audited the accompanying financial statements of Feather Market 
Promotions which comprise the statement of financial position as at 30 
June 2008, statement of financial performance, statement of changes in 
net equity and cash flow statement for the year then ended, and a 
summary of significant accounting policies and other explanatory notes, 
and the directors’ report, as set out on pages 343 to 372. 

Responsibility of the accounting officer for the financial statements 

2. The accounting officer is responsible for the preparation and fair 
presentation of these financial statements in accordance with the basis of 
accounting determined by the National Treasury, as set out in accounting 
policy note 1 to the financial statements and in the manner required by the 
Municipal Finance Management Act, 2003 (Act No. 56 of 2003) (MFMA) 
and the Companies Act, 1973 (Act No. 61 of 1973). This responsibility 
includes: 

• designing, implementing and maintaining internal control relevant to the 
preparation and fair presentation of financial statements that are free 
from material misstatement, whether due to fraud or error 

• selecting and applying appropriate accounting policies 

• making accounting estimates that are reasonable in the circumstances. 

Responsibility of the Auditor-General 

3. As required by section 188 of the Constitution of the Republic of South 
Africa, 1996 read with section 4 of the Public Audit Act, 2004 (Act No. 25 
of 2004) (PAA), my responsibility is to express an opinion on these 
financial statements based on my audit. 

4. I conducted my audit in accordance with the International Standards on 
Auditing and General Notice 616 of 2008, issued in Government Gazette 
No. 31057 of 15 May 2008. Those standards require that I comply with 
ethical requirements and plan and perform the audit to obtain reasonable 
assurance on whether the financial statements are free from material 
misstatement. 
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5. An audit involves performing procedures to obtain audit evidence about 
the amounts and disclosures in the financial statements. The procedures 
selected depend on the auditor’s judgement, including the assessment of 
the risks of material misstatement of the financial statements, whether 
due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair 
presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. 

6. An audit also includes evaluating the: 

• appropriateness of accounting policies used 

• reasonableness of accounting estimates made by management 

• overall presentation of the financial statements. 

7. Paragraph 11 et seq. of the Statement of Generally Recognised 
Accounting Practice, GRAP 1 Presentation of Financial Statements 
requires that financial reporting by entities shall provide information on 
whether resources were obtained and used in accordance with the legally 
adopted budget. As the budget reporting standard is not effective for this 
financial year, I have determined that my audit of any disclosures made 
by Feather Market Promotions in this respect will be limited to reporting 
on non-compliance with this disclosure requirement. 

8. I believe that the audit evidence I have obtained is sufficient and 
appropriate to provide a basis for my audit opinion. 

Basis of accounting 

9. The municipal entity’s policy is to prepare financial statements in 
accordance with the basis of accounting determined by the National 
Treasury, as set out in accounting policy note 1 to the financial 
statements. 

Basis for qualified opinion 

Property, plant and equipment 

10. The municipal entity disclosed in accounting policy note 1.6, “Departures 
from the standards”, the extent to which the entity does not comply with 
IAS 16 on property, plant and equipment. This disclosure does not 
address our prior year audit report finding nor does this exempt the entity 
from adherence with the standard. Consequently, I did not obtain all the 
information considered necessary, with particular reference to the 
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leasehold improvements, to satisfy myself as to the valuation of the 
property, plant and equipment balance of R7,6m included in the statement 
of financial position at 30 June 2008. 

Sales (Bar and catering) 

11. Included in the entity’s revenue from sales (bar and catering) for the 
2007/2008 financial year amounting to R3,5m is an amount for cash bar 
sales of R672,250. In the absence of specific control activities over such 
sales and inadequate source documentation I was unable to satisfy 
myself as to the completeness relating to cash bar sales. 

Cost of sales 

12. Cost of sales for the 2007/2008 financial year amounting to R 2,2m in the 
statement of financial performance is overstated by R59,905 due to 
insufficient controls over cut-off procedures for purchases recorded in the 
incorrect financial year. Consequently, the deficit for the year should be 
reduced by R59,905 with the result that the accumulated surplus is 
understated by the same amount. 

Opinion 

13. In my opinion, except for the effects of such adjustments, if any, as might 
have been determined to be necessary had I been able to satisfy myself 
as to the matters described in the Basis for qualified opinion paragraphs 
above, the financial statements present fairly, in all material respects, the 
financial position of Feather Market Promotions as at 30 June 2008 and 
its financial performance and cash flows for the year then ended, in 
accordance with the basis of accounting determined by the National 
Treasury, as set out in accounting policy note 1 to the financial statements 
and in the manner required by the Municipal Finance Management Act, 
2003 (Act No. 56 of 2003) (MFMA) and the Companies Act, 1973 (Act No. 
61 of 1973). 

Emphasis of matters 

I draw attention to the following matters: 

Goinq concern 

14. The directors’ report on page 343 of the financial statements states the 
following: “In December 2007 the parent Municipality made a decision to 
rationalise entities of the Municipality, and the Feather Market Centre i/i/as 




483 

identified as one of this entities. The process i/i/as that the Feather Market 
Centre would be absorbed into the Corporate Services Directorate as 
from the 01 July 2008. The new organisational structure has been 
approved by the Corporate Services Directorate, however it still has to be 
approved by various committees. As at this date, the process of 
incorporation has not yet been finalised. “ 

At the date of this audit report the above-mentioned process has not been 
finalised. The above casts doubt on the entity’s legal status to continue as 
a separate going concern. 

Restatement of corresponding figures 

15. As disclosed in notes 36 and 37 to the financial statements, the 
corresponding figures for 30 June 2007 have been restated as a result of 
an error, in the financial statements of the municipal entity for the year 
ended 30 June 2007, as discovered during the audit of the financial period 
ended 30 June 2008. 

OTHER MATTERS 

I draw attention to the following matters that relate to my responsibilities in 

the audit of the financial statements: 

Internal control 

16. Section 62(1)(c)(i) of the MFMA states that the accounting officer must 
ensure that the municipal entity has and maintains effective, efficient and 
transparent systems of financial and risk management and internal 
control. The table below depicts the root causes that gave rise to the 
inefficiencies in the system of internal control, which led to the qualified 
opinion. The root causes are categorised according to the five 
components of an effective system of internal control. In some instances 
deficiencies exist in more than one internal control component. 


Reporting item 

Control 

environme 

nt 

Risk 

assessme 

nt 

Control 

activiti 

es 


Information 

and 

communica 

tion 

Monitori 

ng 

Property, plant 
and equipment 

•/ 


V' 



Sales(Bar and 
catering) 
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Reporting item 

Control 

Risk 

Control 

Information 

Monitori 


environme 

assessme 

activiti 

and 

ng 


nt 

nt 

es 

communica 






tion 


Cost of sales 







Control environment : establishes the foundation for the internal control system 
by providing fundamental discipline and structure for financial reporting. 


Risk assessment : involves the identification and analysis by management of 
relevant financial reporting risks to achieve predetermined financial reporting 
objectives. 

Control activities : policies, procedures and practices that ensure that 
management’s financial reporting objectives are achieved and financial 
reporting risk mitigation strategies are carried out. 

Information and communication : supports all other control components by 
communicating control responsibilities for financial reporting to employees and 
by providing financial reporting information in a form and time frame that allow 
people to carry out their financial reporting duties. 

Monitoring : covers external oversight of internal controls over financial reporting 
by management or other parties outside the process; or the application of 
independent methodologies, like customised procedures or standard checklists, 
by employees within a process. 

Non-compliance with applicable legislation 

A number of instances of non-compliance with applicable laws and regulations 

surfaced during the course of my audit. Instances noted include the following: 

Municipal Finance Management Act 

17. The municipal entity does not comply with section 111 of MFMA as there 
is currently no supply chain management policy in place. 

18. The entity does not maintain an effective system of expenditure control 
including procedures for the approval, authorisation, withdrawal and 
payment of funds, as required by section 99(a) of the MFMA. This is due 
to insufficient capacity to obtain effective segregated duties. 

19. MFMA section 95(c)(i) states that the accounting officer of a municipal 
entity is responsible for managing the financial administration of the entity, 
and must for this purpose take all reasonable steps to ensure that the 
entity has and maintains effective, efficient and transparent systems of 
financial and risk management and internal control. 
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The following instances of non-compliance were noted: 

• No risk assessment has been performed for the period under 
review. 

• There is no fraud prevention plan in place to prevent and detect 
fraud. 

• There is no compensating control to deal with segregation of duties 
due to staff shortages. 

• No plans to recover information in disaster situations, e.g. back-up 
facilities, recovery plan for business continuity. Information is kept 
in the system and copies of invoices and other documents are filed 
and stored. Lack of space also presents a challenge with regards 
to storing records. 

20. MFMA section 96(1) states that the accounting officer of a municipal entity 
is responsible for the management of (a) the assets of the entity, including 
the safeguarding and maintenance of those assets; and subsection (2)(b) 
further states that the accounting officer must ensure that the entity has 
and maintains a system of internal control of assets and liabilities, 
including an asset and liabilities register, as may be prescribed. The 
following was noted during the audit of fixed assets: 

(i) A proper and complete asset register is not kept as assets do not 
have asset numbers assigned and no location details are 
documented. The assets of the entity are also not marked. 

(ii) Reconciliation between physical assets and the register is not 
performed. 

(iii) No policy exists for the maintenance and disposal of assets. 

21. MFMA section 97 states that the accounting officer of the municipal 
entity must take all reasonable steps to ensure that the entity has and 
implements effective revenue collection systems to give effect to its 
budget. There are insufficient controls in place over year end cut off with 
regards to the recording of revenue. 

22. Accounts are not reconciled on a monthly basis as required by section 98 
of the MFMA. 

Municipal Systems Act 

23. Section 93F(1)(d) of the Municipal Systems Act determines that a person 
who is an official of the parent municipality is not eligible to be a director 
of the related municipal entity. Some of the board of directors, is not 
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eligible for directorship of the entity as the members are officials of the 
parent municipality. 

Matters of governance 

24. The MFMA gives the accounting officer a number of responsibilities 
concerning financial and risk management and internal control. 
Fundamental to achieving this is the implementation of certain key 
governance responsibilities, which I have assessed as follows: 


Matter of governance 

Yes 

No 

Audit committee 



• The municipal entity had an audit committee in operation 
throughout the financial year. 



• The audit committee operates in accordance with approved, 
written terms of reference. 



• The audit committee substantially fulfilled its responsibilities 
for the year, as set out in Section 166(2) of the MFMA. 



Internal audit 



• The [type of entity] had an internal audit function in 
operation throughout the financial year. 



• The internal audit function operates in terms of an approved 
internal audit plan. 



• The internal audit function substantially fulfilled its 
responsibilities for the year, as set out in Section 165(2) of 
the MFMA. 


V 

Other matters of governance 



• The annual financial statements were submitted for audit as 
per the legislated deadlines in section 126 of the MFMA. 



• The annual report was submitted to the auditor for 
consideration prior to the date of the auditor’s report. 



• The financial statements submitted for audit were not 
subject to any material amendments resulting from the 
audit. 


V 

• No significant difficulties were experienced during the audit 
concerning delays or the unavailability of expected 
information and/or the unavailability of senior management. 



• The prior year's external audit recommendations have been 
substantially implemented. 
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Unaudited supplementary schedules 

25. The supplementary information set out on pages 373 to 378 does not 
form part of the financial statements and is presented as additional 
information. I have not audited these schedules and accordingly I do not 
express an opinion thereon. 


OTHER REPORTING RESPONSIBILITIES 

REPORT ON PERFORMANCE INFORMATION 

26. 1 was engaged to audit the performance information. 

Responsibility of the accounting officer for the performance information 

27. In terms of section 121(4)(d) of the MFMA, the annual report of a 
municipal entity must include an assessment by the entity’s accounting 
officer of the entity’s performance against any measurable performance 
objectives set in terms of the service delivery agreement or other 
agreement between the entity and its parent municipality. 

Responsibility of the Auditor-General 

28. 1 conducted my engagement in accordance with section 13 of the PAA 
read with General Notice 616 of 2008, issued in Government Gazette No. 
31057 of 15 May 2008 and read in conjunction with section 45 of the 
Municipal Systems Act, 2000 (Act No. 32 of 2000)(MSA). 

29. In terms of the foregoing my engagement included performing procedures 
of an audit nature to obtain sufficient appropriate evidence about the 
performance information and related systems, processes and procedures. 
The procedures selected depend on the auditor’s judgement. 

30. 1 believe that the evidence I have obtained is sufficient and appropriate to 
provide a basis for the audit findings reported below. 

AUDIT FINDINGS (PERFORMANCE INFORMATION) 

Non-compliance with regulatory requirements 

31. The municipal entity did not have an audit committee, nor internal audit 
function during the 2007-08 financial year, that dealt with and advised the 
Board on matters relating to performance evaluation and performance 
management (MFMA sections 165 and 166(2)(a) refer). 





APPRECIATION 
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32. The assistance rendered by the staff of Feather Market Promotions during 
the audit is sincerely appreciated. 



Port Elizabeth 
30 November 2008 



AUDITOR-GENERAL 
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ANNUAL REPORT OF 
CENTENARY HALL PROMOTIONS 

1. Introduction 

The following report covers the performance of Centenary Hall Promotions for 
the period 1 July 2007 to 30 June 2008. 


2. The number and the types of events hosted by Centenary Hall 
Promotions 


TYPES OF EVENT/FUNTION 

NO OF 

EVENTS 

NO OF 

DELEGATES/ 

ATTENDEES 

MEETINGS/WORKSHOP/CONFERENCES 

53 

52888 

FUNERALS&CHURCH SERVICES 

46 

36370 

BANQUETTE/LUNCHEOS/RECEPTIONS 

35 

8 662 

CONCERTS&SHOWS 

17 

24800 


3. Major events held 

Major events 

• Opening of Council 

• Provincial Parliament of HMBM (four days) 

• Spring Rose 100 Year Anniversary 

• The Pharmaceutical Companies’ Gala Dinner 

• Provincial Samwu Anniversary/Celebrations 

• Several Large Funerals (e.g. the late TBO, who was the Chairperson of 
the Boardwalk, the late Stompie Mavi and Mr Andile Yawa) 

• Several church banquets 

• Couple of Jazz shows that brought nationally acclaimed artists 

• VW Caregivers: sponsorship by VW International 

Other key events held, include: 

• Annual P.E. College Graduation Ceremony 

• National Post Office Choral Festival 

• Old Mutual Sacra Pension Workshop 
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• Good News Community Church Banquette 

• Pharmacy Week Launch 

• Edward Memorial Church Banquette 

• Old Apostolic Church Annual Banquette 

• Numsa Provincial Celebration 

• Department of Public Works: Provincial Workshop 

• 16 Days of Activism 

• NMBT Jazz Show/Ringo Madlingozi 

4. Positive Factors Influencing Trading At CHP 

• Accessible to public transport. 

• One of the largest venues in P.E. (Main Hall accommodates 3 400 
people (standing) and 2090 (seated)). 

• Capable of hosting conferences and have break-away sessions. 

• Large, enclosing parking area. 
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REPORT OF THE AUDITOR-GENERAL TO THE BOARD OF DIRECTORS 

AND THE PROVINCIAL LEGISLATURE ON THE FINANCIAL 

STATEMENTS AND PERFORMANCE INFORMATION OF CENTENARY 

HALL PROMOTIONS FOR THE YEAR ENDED 30 JUNE 2008 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1. I was engaged to audit the accompanying financial statements of the 
Centenary Hall Promotions (association incorporated under section 21) 
which comprise the statement of financial position as at 30 June 2008, 
statement of financial performance, statement of changes in net 
assets/equity and cash flow statement for the year then ended, and a 
summary of significant accounting policies and other explanatory notes, 
and the directors’ report, as set out on pages 380 to 395. 

Responsibility of the accounting officer for the financial statements 

2. The accounting officer is responsible for the preparation and fair 
presentation of these financial statements in accordance with the basis of 
accounting determined by the National Treasury, as set out in accounting 
policy note 1 to the financial statements and in the manner required by the 
Municipal Finance Management Act, 2003 (Act No. 56 of 2003) (MFMA) 
and the Companies Act, 1973 (Act No. 61 of 1973). This responsibility 
includes: 

• designing, implementing and maintaining internal control relevant to the 
preparation and fair presentation of financial statements that are free 
from material misstatement, whether due to fraud or error 

• selecting and applying appropriate accounting policies 

• making accounting estimates that are reasonable in the circumstances. 

Responsibility of the Auditor-General 

3. As required by section 188 of the Constitution of the Republic of South 
Africa, 1996 read with section 4 of the Public Audit Act, 2004 (Act No. 25 
of 2004) (PAA), my responsibility is to express an opinion on these 
financial statements based on conducting the audit in accordance with the 
International Standards on Auditing and General Notice 616 of 2008, 
issued in Government Gazette No. 31057 of 15 May 2008. Because of the 
matters discussed in the Basis for disclaimer of opinion paragraphs. 
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however, I was not able to obtain sufficient appropriate audit evidence to 
provide a basis for an audit opinion. 

Basis of accounting 

4. The municipal entity’s policy is to prepare financial statements in 
accordance with the basis of accounting determined by the National 
Treasury, as set out in accounting policy note 1 to the financial 
statements. 

Basis for disclaimer of opinion 

Trade and other payables 

5. The completeness of trade and other payables as disclosed in the 
financial statements amounting to R 198 480 (2007: R 151 688) could not 
be determined. Notwithstanding alternative procedures performed, 
sufficient audit evidence was not obtained for payments made subsequent 
to year end, to the value of R 41 663. 

Property, plant and equipment 

6. The municipal entity disclosed in accounting policy note 1.6, “Departures 
from the standards”, the extent to which the entity does not comply with 
IAS 16 on property, plant and equipment. This disclosure does not 
address our prior year audit report finding nor does this exempt the entity 
from adherence with the standard. Consequently, I did not obtain all the 
information considered necessary to satisfy myself as to the valuation of 
the property, plant and equipment balance of R116 720 included in the 
statement of financial position at 30 June 2008. 

Trade and other receivables 

7. I was unable to verify the trade and other receivables in the financial 
statements as no supporting documentation could be provided. 
Alternative procedures considered did not provide all information 
necessary to satisfy myself as to the completeness, valuation and 
existence of trade and other receivables as disclosed in the financial 
statements amounting to R41 497 (2007: R46 250). 

8. Furthermore, no interest was charged on long outstanding trade debtors. 
Consequently, trade and other receivables and interest earned is 
understated by an estimated amount of R 2 216 (2007: R 3 820). 
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Revenue 

9. Completeness of total revenue, excluding government grant income of 
R60 000, as disclosed in the statement of financial performance 
amounting to R1 007 431(2007: R654 035) could not be determined 
resulting from the absence of specific control activities over the recording 
of revenue from source documents. Additionally, the accuracy of revenue 
could not be determined as invoices selected for testing, amounting to 
R486 203, were not prepared with reference to an authorised tariff 
structure. Notwithstanding alternative audit procedures performed, 
reasonable assurance could not be obtained that all revenue had been 
accurately recorded. 

Employee costs 

10. 1 was unable to verify the employee costs, amounting to R264 476 (2007: 
R285 239), as reflected in the statement of financial performance as 
insufficient supporting documentation was provided for salary and wage 
related costs. Notwithstanding alternative procedures attempted, we did 
not obtain all the information we considered necessary to satisfy 
ourselves as to the completeness, accuracy and occurrence of employee 
costs as disclosed in the financial statements. 

11. Certain wages were incorrectly classified as security and cleaning 
expenses. Consequently, employee costs are understated and contracted 
services expenditure is overstated by R72 120 respectively. 

Payments for operating expenditure 

12.1 was unable to obtain supporting documentation for payments selected 
totalling R123 545. Notwithstanding alternative procedures performed, we 
did not obtain all the information necessary to satisfy ourselves as to the 
completeness, accuracy and occurrence of the payments for operating 
expenditure. 

13.1 was unable to verify the repairs and maintenance expenditure in the 
financial statements as sufficient appropriate audit evidence could not be 
supplied in support of payments amounting to R21 758. Consequently, I 
could not satisfy myself as to the classification, occurrence and accuracy 
of repairs and maintenance as disclosed in the financial statements 
amounting to R33 010 (2007: R27 159). 
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Income tax 

14. The municipal entity is not exempt from compliance with the Income Tax 
Act, 1962 (Act No. 58 of 1962). Additional to accounting policy note 9, 
indicating the assessed loss of Centenary Hall Promotions, further 
disclosure is required by IAS 12.81(c), (d) and (e) on income tax. 

Going concern 

15. The municipal entity meets the following criteria for determining serious 
financial problems, per section 138 of the MFMA, 

• the Auditor General has issued a disclaimer of opinion due to 
inadequacies in the financial statements 

• the entity had an operating deficit in excess of 5% of revenue in the 
most recent financial year for which financial information is 
available 

• repeat non compliance with MFMA sections on revenue, 
expenditure and asset, and general financial management 

16. In the event of the above, MFMA section 109 prescribes certain actions 
by both the board of directors and the parent municipality. 

17. The directors’ report on page 380 of the financial statements states the 
following: “In December 2007 the parent Municipality made a decision to 
rationalise entities of the Municipality, and the Centenary Hall Promotions 
i/i/as identified as one of this entities. The process i/i/as that the Centenary 
Hall Promotions would be absorbed into the Corporate Services 
Directorate as from the 01 July 2008. The new organisational structure 
has been approved by the Corporate Services Directorate, however it still 
has to be approved by various committees. As at this date, the process of 
incorporation has not yet been finalised. “ 

18. At the date of this audit report the above-mentioned process has not been 
finalised. The above casts doubt on the entity’s ability and legal status to 
continue as a going concern. 

Management representations 

19. 1 was unable to obtain the representations considered necessary from the 
management of the entity with respect to the accompanying financial 
statements. I could not determine the effect of the lack of such 
representations on the financial position of the entity as at 30 June 2008, 
or the results of its operations and its cash flows for the year then ended. 




496 

Disclaimer of opinion 

20. Because of the significance of the matters described in the basis for 
disclaimer of opinion paragraphs, I have not been able to obtain sufficient 
appropriate audit evidence to provide a basis for an audit opinion on the 
financial statements of Centenary Hall Promotions (association 
incorporated under section 21). Accordingly, I do not express an opinion 
on the financial statements. 

Emphasis of matter 

I draw attention to the following matter: 

Restatement of corresponding figures 

21. As disclosed in notes 32 and 33 to the financial statements, the 
corresponding figures for 30 June 2007 have been restated as result of an 
error, in the financial statements of the municipal entity for the year ended 
30 June 2007, as discovered during the audit of the financial period ended 
30 June 2008. 

OTHER MATTERS 

I draw attention to the following matters that relate to my responsibilities in 

the audit of the financial statements: 

Internal control 

22. Section 62(1)(c)(i) of the Municipal Finance Management Act states that 
the accounting authority must ensure that the municipal entity has and 
maintains effective, efficient and transparent systems of financial and risk 
management and internal control. The table below depicts the root causes 
of the matters which led to the disclaimer of opinion. The root causes are 
categorised according to the five components of an effective system of 
internal control. In some instances deficiencies exist in more than one 
internal control component. 
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Reporting item 

Control 

Risk 

Control 

Information 

Monitori 


environme 

assessme 

activiti 

and 
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Trade and other X | I X 

payables 

Property, plant X 

and equipment 

Trade and other X 

receivables 

Revenue X 

Employee costs X 


Operating 

expenditure 

X 


X 



Income tax 

X 


X 



Going concern 

X 




X 

Management 

representation 

X 




X 


Control environment : establishes the foundation for the internal control system 
by providing fundamental discipline and structure for financial reporting. 


Risk assessment : involves the identification and analysis by management of 
relevant financial reporting risks to achieve predetermined financial reporting 
objectives. 

Control activities : policies, procedures and practices that ensure that 
management’s financial reporting objectives are achieved and financial 
reporting risk mitigation strategies are carried out. 

Information and communication : supports all other control components by 
communicating control responsibilities for financial reporting to employees and 
by providing financial reporting information in a form and time frame that allow 
people to carry out their financial reporting duties. 

Monitoring : covers external oversight of internal controls over financial reporting 
by management or other parties outside the process; or the application of 
independent methodologies, like customised procedures or standard checklists, 
by employees within a process. 


X 

X 

X 

X 
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Non-compliance with applicable legislation 

A number of instances of non-compliance with applicable laws and regulations 

were found to be recurring from prior period audits. Instances noted include 

the following: 

Municipal Finance Management Act 

23. MFMA section 95(c)(i) states that the accounting officer of a municipal 
entity is responsible for managing the financial administration of the entity, 
and must for this purpose take all reasonable steps to ensure that the 
entity has and maintains effective, efficient and transparent systems of 
financial and risk management and internal control. 

The following instances of non-compliance were noted: 

• No risk assessment has been performed for the period under 
review. 

• There is no fraud prevention plan in place to prevent and detect 
fraud. 

• There is no compensating control to deal with segregation of duties 
due to staff shortages. 

• No plans to recover information in disaster situations, e.g. back-up 
facilities, recovery plan for business continuity. Information is kept 
in the system and copies of invoices and other documents are filed 
and stored. Lack of space also presents a challenge with regards 
to storing records. 

• Insufficient controls with regards to the safekeeping of supporting 
documentation for all transactions recorded. 

• No policy documents in place for most of the significant transaction 
cycles such as revenue and receivables, purchases and payables, 
asset management and employee costs. 

24. MFMA section 96(1) states that the accounting officer of a municipal entity 
is responsible for the management of (a) the assets of the entity, including 
the safeguarding and maintenance of those assets; and subsection (2)(b) 
further states that the accounting officer must ensure that the entity has 
and maintains a system of internal control of assets and liabilities, 
including an asset and liabilities register, as may be prescribed. The 
following was noted during the audit of fixed assets: 
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• A proper and complete asset register is not kept as assets do not 
have asset numbers assigned and no location details are 
documented. The assets of the entity are also not marked. 

• Reconciliation between physical assets and the register is not 
performed. 

• No policy exists for the maintenance and disposal of assets. 

25. Municipal Finance Management Act section 97 states that the 
accounting officer of the municipal entity must take all reasonable steps 
to ensure that: 

a) the entity has and implements effective revenue collection 
systems to give effect to its budget. 

e) revenue due to the entity is calculated on a monthly basis. 

(i) the entity has and maintains a system of internal controls in 
respect of debtors and revenue, as may be prescribed. 

The following was noted during the audit of revenue and receivables: 

• Insufficient controls with regards to cut off of revenue recorded 
at year end. 

• Insufficient controls with regards to the authorisation and 
accuracy of revenue recorded. 

• Insufficient controls with regards to the safekeeping of 
supporting documentation relating to completeness, valuation 
and existence of trade and other receivables. 

• No policy documents in place for revenue and receivables 

26. Municipal Finance Management Act section 98(b) states that the 
accounting officer of a municipal entity must take all reasonable steps 
to ensure that all accounts of the entity are reconciled each month 
(cash & bank, debtors, creditors, fixed assets). This section was not 
complied with. 

27. Municipal Finance Management Act section 99 states the accounting 
officer of the municipal entity must take all reasonable steps to ensure 
that: 

a) the entity has and maintains an effective system of expenditure 
control, including procedures for the approval, authorisation, 
withdrawal and payment of funds; 

d) the entity has and maintains a system of internal control in 
respect of creditors and payments: 
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f) the entity meets its tax, duty, pension, medical aid, audit fees 
and other statutory commitments. 

The following was noted during the audit of expenditure: 

• Insufficient controls with regards to cut off of operating 
expenditure and trade and other payables recorded at year end. 

• Insufficient controls with regards to the authorisation and 
safekeeping of supporting documentation relating to accuracy 
and occurrence of operating expenditure. 

• No policy documents in place for purchases and payables. 

28. The municipal entity does not comply with section 111 of MFMA as there 
is currently no supply chain management policy in place. 

Municipal Systems Act 

29. Section 93F(1)(d) of the Municipal Systems Act determines that a person 
who is an official of the parent municipality is not eligible to be a director 
of the related municipal entity. Certain members of the board of directors, 
are not eligible for directorship of the entity as the members are officials of 
the parent municipality. 

Matters of governance 

30. The Municipal Finance Management Act gives the accounting officer a 
number of responsibilities concerning financial and risk management and 
internal control. Fundamental to achieving this is the implementation of 
certain key governance responsibilities, which I have assessed as follows: 


Matter of governance 

Yes 

No 

Audit committee 



• The municipal entity had an audit committee in operation 
throughout the financial year. 



• The audit committee operates in accordance with approved, 
written terms of reference. 



• The audit committee substantially fulfilled its responsibilities 
for the year, as set out in Section 166(2) of the MFMA. 


V 

Internal audit 



• The [type of entity] had an internal audit function in 
operation throughout the financial year. 


V 

• The internal audit function operates in terms of an approved 
internal audit plan. 



• The internal audit function substantially fulfilled its 
responsibilities for the year, as set out in Section 165(2) of 
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Matter of governance 

Yes 1 

No 

the MFMA. 



Other matters of governance 



• The annual financial statements were submitted for audit as 

per the legislated deadlines in section 126 of the MFMA. 



• The annual report was submitted to the auditor for 
consideration prior to the date of the auditor’s report. 


V 

• The financial statements submitted for audit were not 
subject to any material amendments resulting from the 
audit. 



• No significant difficulties were experienced during the audit 
concerning delays or the unavailability of expected 
information and/or the unavailability of senior management. 



• The prior year's external audit recommendations have been 
substantially implemented. 


V 


Unaudited supplementary schedules 

31. The supplementary information set out on pages 407 to 412 does not 
form part of the financial statements and is presented as additional 
information. I have not audited these schedules and accordingly I do not 
express an opinion thereon. 

OTHER REPORTING RESPONSIBILITIES 

REPORT ON PERFORMANCE INFORMATION 

32. 1 was engaged to audit the performance information. 

Responsibility of the accounting officer for the performance information 

33. In terms of section 121(4)(d) of the MFMA, the annual report of a 
municipal entity must include an assessment by the entity’s accounting 
officer of the entity’s performance against any measurable performance 
objectives set in terms of the service delivery agreement or other 
agreement between the entity and its parent municipality. 

Responsibility of the Auditor-General 

34.1 conducted my engagement in accordance with section 13 of the PAA 
read with General Notice 616 of 2008, issued in Government Gazette No. 
31057 of 15 May 2008 and read in conjunction with section 45 of the 
Municipal Systems Act, 2000 (Act No. 32 of 2000) (MSA). 
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35. In terms of the foregoing my engagement included performing procedures 
of an audit nature to obtain sufficient appropriate evidence about the 
performance information and related systems, processes and procedures. 
The procedures selected depend on the auditor’s judgement. 

36. 1 believe that the evidence I have obtained is sufficient and appropriate to 
provide a basis for the audit findings reported below. 

AUDIT FINDINGS (PERFORMANCE INFORMATION) 

Non-compliance with regulatory requirements 

37. The municipal entity did not have an audit committee, nor internal audit 
function during the 2007-08 financial year that dealt with and advised the 
Board on matters relating to performance management and performance 
evaluation ( MFMA sections 165 and 166(2)(a) refer) . 

APPRECIATION 

38. The assistance rendered by the staff of the Centenary Hall Promotions 
during the audit is sincerely appreciated. 



Port Elizabeth 


28 November 2008 



AUDITOR-GENERAL 


